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FARMERS’ HOME ADMINISTRATION OPERATING AND 
HOUSING LOANS 


TUESDAY, MAY 8, 1956 


Untrep Srates Senate, 
SUBCOMMITTEE ON AGRICULTURAL CREDIT, 
AND Rourat ELecrriricaTion, 
Or THE CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 
The subcommittee met, pursuant to call, at 10: 10 a. m., in room 324, 
Senate Office Building, Senator W. Kerr Scott presiding. 

Present: Senator Scott. 
Also present: Senator Jackson. 
Senator Scorr. The meeting will come to order. 
Senator Jackson, would you like to make a statement? 


STATEMENT OF HON. HENRY M. JACKSON, A UNITED STATES 
SENATOR FROM THE STATE OF WASHINGTON 


Senator Jackson. Yes, Mr. Chairman. 

I am appearing here this morning in behalf of the bill, Senate 3374, 
introduced by Senator Magnuson and me. 

I wish to thank the committee for scheduling this hearing today in 
order to hear testimony from representatives of the Colamsbia Basin 
area of Washington State. 

Representatives of the Columbia Basin Commission appeared _yes- 
terday before the Irrigation and Reclamation Subcommittee of the 
Interior Committee. They supported proposals for removing acrea 
restrictions on reclamation units which now apply only to units in the 
Columbia Basin project. They want the project brought under the 
provisions of the Reclamation Act of 1902, which governs other recla- 
mation areas. 

The Chair may recall that the act of 1902 has an overall restriction 
of 160 acres. 

At the hearing yesterday, it was pointed out that an immediate need 
in the Columbia Basin area—particularly in newly developing por- 
tions of the basin—is improved credit. This need can partly be attrib- 
uted to the general decline in farm income. It can also be partly 
attributed to an unprecedented early freeze during the last season 
which caused considerable losses in cash crops. 

However, much of the problem is really due to the unique situation 
of the Columbia Basin project. Farming in this area requires pioneer- 
ing on virgin land. A man does not find an existing, working farm 
to operate when he moves to the basin. He must build a home-and 
barns, dig a well, and level and prepare the land before he can actually 
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farm. His land must be brought to maturity before it will support a 
cash crop. Therefore, early development costs are extremely high. A 
farmer’s financing must be geared to carry him through this early 
development period to a point where he can make a profit and repay 
his debts. 

The Bankhead-Jones Farm Tenant Act was not designed to meet 
the needs of farmers developing virgin land. In addition, costs have 
gone up so considerably that a farmer « cannot stretch the money re- 
ceived under existing ¢ ‘redit restrictions thin enough to cover his needs. 

Mr. Chairman, I will not go into the details of ‘the problem because 
representatives from the area are present to do so. However, I wish 
to point out that existing credit sale provided by the Federal Govern- 
ment has fallen short of meeting the needs of farmers in the area, 

This is particularly true in the southern portion of the Columbia 
Basin project, which is just being developed. Here, the delinquency 
rate on FHA loans is approximately 63 percent. 

The Federal Government has encouraged veterans from all over 
the country to leave established jobs and homes to find a “home and 
independence” in the Columbia Basin. I am sure the committee will 
agree that we have an obligation to see that the actions of the Federal 
Government make it possible for these men to work for and achieve 
these goals, in line with the oe they have been promised. 

Mr. Chairman, the bill, S. 3374, would amend the existing act 
which provides for a a development loan of $7,000. That 
minimum would be raised to $12,000 and the ceiling w ould be raised 
from $10,000 to $25,000. 

Section 2 of the bill strikes out the provision in the existing law of 
7 years for the amortization period and extends that to 12. 

T think it is quite clear that by reason of what we have learned by 
actual experience in the Columbia Basin, that the present law is in- 
adequate to meet the needs of the area. I think one of the big problems 
has been that they had figured the farmer would go on the land and 
within a relatively short period of time would be able to make enough 
money to start paying. What has developed is that under existing law 
the farmer starts out delinquent and he cannot overcome those 
delinquent payments in a period of 7 years. It simply w ill not pay out. 

Senator Scorr. Senator, right at that point, even in the more stable 
sections, the Bankhead-Jones Act, when that was drawn up, it included 
provisions that were adequate at that particular time, but they are not 
sufficient for this day and time, 

Senator Jackson. That is correct, Mr. Chairman. I think that is an 
excellent point. 

In addition to that, the people who go into the Columbia Basin are 
pioneering. We did not at the time have an established record from 
which to proceed. It has been a matter of trial and error, and we have 
discovered that as a result of the operation of the existing law, the 
provisions are not sufficiently flexible to deal with the problem ‘that 
we have in the Columbia Basin. 

We have a tremendous Federal investment, of course, in this gigantic 
undertaking. 

The farmers in the area are not asking for anything unreasonable. 
They merely want to have a credit program that will ‘deal with their 
problem realistically. 
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I might say that a tremendous number of veterans have come to our 
State from all over the United States. This, together with the decline 
in farm prices, adverse weather, plus the original unworkable pro- 
visions of the law that set up the means for obtaining credit, has com- 
bined to create a crisis in the basin. 

I was out there in February in connection with a hearing on the 
Hanford atomic energy plant at Richland, Wash. 

After our hearings were over I met with a group of farmers from 
the area. I was amazed to find the tremendous amount of difficulty 
that they had encountered in that area and the gentlemen who are here 
this morning from the Columbia Basin Commission will corroborate 
what I am saying. 

As I indicated in my prepared statement, Mr. Chairman, this is a 
part of an overall problem that we have in the basin. I think in addi- 
tion to the credit problem we have discovered, we find now that the 
acreage allotments are not of adequate size. The average farm unit 
in the basin today is 75.9 acres. It is quite obvious that we will have 
to increase the acreage allotments. That is a matter that will have to 
be taken up by the Irrigation and Reclamation Subcommittee of the 
Interior Committee. 

If it meets with the approval of the chairman, I would like to read 
into the record a letter that I received from the Commissioner of the 
Bureau of Reclamation on this subject of farm development. I think 
it is appropriate and might be helpful. 

It is addressed to me. 

Apri 20, 1956. 

In your letter of March 8, 1956, you commented on various aspects of farm 
development on the Columbia Basin project with special reference to farm financ- 
ing. You further advised that you, Senator Magnuson and Congressman Don 
Magnuson had joined in the introduction of legislation designed to aid in the 
solution of some difficulties thus encountered. The following discussion generally 
reflects the credit situation as observed on the Columbia Basin project during a 
recent completed reexamination of the settlement and development program by 
a committee of Bureau technicians. 

Credit and financing, nearly always a problem in newly developed irrigated 
areas, is possibly of a more critical nature on the Columbia Basin project than 
on many other reclamation projects. This is probably due to the comparatively 
large number of farms involved. Generally speaking, the needs for short-term 
credit are being met. However, a serious shortage of such credit may ensue as 
some of the more expensive and difficult-to-develop units are brought into produc- 
tion. 

Intermediate credit (2 to 7 years) for financing hay, pasture, and livestock 
development or for fruit ase vine enterprises is difficult to arrange. As a body 
of experienced and prudent farmers develop, such intermediate credit may be 
exterided on a somewhat wider scale. At the present time, neither commerical 
banks, nor Government credit agencies appear prepared to adequately meet this 
need. 

Long-term credit is supplied by the Farmer’s Home Administration, Federal 
land bank, some insurance companies and individuals. The major portion of the 
long term credit heretofore available has been through the Farmers’ Home Ad- 
ministration. While they have performed highly creditable services to the area, 
the needs are such that they are constantly extended to the limits of their authori- 
ties, funds, and personnel. 

In spite of the credit and financing problems, settlement and development 
of the Columbia Basin project are for the most part equaling or exceeding ex- 
pectations, It is true that development difficulties due to lack of adequate 
financing are being encountered in some instances. To a considerable extent 
the seriousness of the current situation throughout the project is attributable 
to unprecedented freezing weather during the season just past which occa- 
sioned extensive losses of beans, potatoes, sugar beets, and similar cash crops. 
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Generally declining crop prices have further contributed to the critical nature 
of the situation. This, however, does not imply that sound agricultural de- 
velopment cannot or will not ultimately be achieved. As mature development 
approaches and farmers overcome the extreme financial demands of early de- 
velopment years the project will, in our opinion, become a firmly established 
stable area of irrigated agriculture. 

Our program is under constant review and every effort is made to adjust 
within the limits of our authority to meet the demands of economic fluctua- 
tions and similar circumstantial changes. There is, however, little the Bureau 
of Reclamation can do directly to alleviate the tight situation with respect to 
credit and financing available to project farmers. We are, of course, vitally 
interested in any developments which might lead to the availability of addi- 
tional credit of all types to the farmers in urgent need of such assistance. 

We appreciate your interest in this matter and assure you of our sincere 
cooperation in any manner within the limits of our program and legislative 
authority. 

Sincerely yours, 
W. A. DexHEIMER, Commissioner. 


Mr. Chairman, I also have a summary of recommendations made 
by the farmers from the South Columbia Basin Irrigation District. 
This was included in a letter that I received from Mr. Clyde C. Hous- 
ton, attorney for the Columbia Basin Farmers Association, and I 
would like, with your permission to have this summary included at 
this point. 

Senator Scorr. Yes. 

(The matter referred to is as follows:) 


SUMMARY OF RECOMMENDATIONS TAKEN From SournH CorumsBi1a Bastin Iprica- 
GATION DisTricr AND FHA ComMMiTTee or ContumMBrA BASIN FARMERS 
ASSOCIATION REPORTS 


1, Production and subsistence loans should be liberalized and the amount 
and time of repayment should be scheduled in relation to the length of time 
in which the income will be realized. Certain seed crops, legumes, pasture, 
fruits, and vegetables return no income for 2 or 3 years. 

2. Development and operation loans should be set up so that no repayment of 
principal need be made until the end of the third year, interest to be paid con- 
currently. Production and subsistence loan limit should be raised to $12,000 
and the time limit advanced from the present 7 years to a maximum of 12 years. 

3. On farm ownership loans the farmer’s opinion of his ~eeds should receive 
prime consideration as to adequacy of dwellings and builuings, and as to the 
amount of money to be used for buildings, land development, and other im- 
provements. Borrowers should be allowed up to 5 years to complete all im- 
provements. Borrowers should not be required to expend any large proportion 
of their development loans on a home. 

4. The FHA should be authorized to guarantee up to 70 percent of the USBR 
appraised value, farm real-estate loans made by other agencies, To qualify for 
guaranty, said loans should be for a period of up to 20 years with interest. not to 
exceed 6 percent with no discount, and subject to reappraisal for increased com- 
mitment, 

5. A statement signed by any two competent lending agencies in the immediate 
area that the applicant cannot obtain credit from them should be considered prima 
facie evidence that applicant has no available source of credit. Nonfarm resi- 
dences or other valuable property of applicant not readily salable withoué loss 
should not be considered a source of credit. 

6. Present requirement that no outside source of income be utilized in deter- 
mining ability to repay is not realistic. Permission should be granted by the 
county FHA committee for qualified borrowers to utilize outside sources of 
income such as custom harvest, temporary employment, etc., to supplement farm 
income. 

7. Review and acceptance or rejection of all types of loans should be expedited. 
Delay in processing loans, particularly operating and subsistence loans, fre- 
quently results in crop loss in the fall due to crops not being planted at the proper 
time. Procedures should be streamlined so all loans other than farm ownership 
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loans can be completed within 15 days. Ownership loans should not require more 
than 30 days to process in most cases. 

8. Local lending boards should be composed of members selected by operators 
of land on the project. 

9. Supervision of farm practices should be made only by those qualified by 
practical farm experience to do so. 

10. Local farming experience should be a credit factor given considerable 
weight in setting FHA minimum capital requirements. 

11. All veterans units and others should be inspected and screened by the FHA 
prior to their being offered for sale by the Bureau of Reclamation, to make sure 
that they will meet FHA requirements for farm ownership loans. 

Senator Jackson. It is my understanding that the Department of 
Agriculture supports an increase in the minimum development loan 
from 7 to 10. I have made it 12, because I think it is more realistic in 
keeping with current requirements, and it is my understanding that 
the outside limit that they support is $20,000. The proposal submit- 
ted by Senator Magnuson and myself was for $25,000. 

I have also extended the payout period from 7 years to 12. The po- 
sition taken by the Department of Agriculture, I believe, is 10. 

In any event, however, the Department of Agriculture supports 
these modifications, although not specifically as they appear in the bill 
that Senator Magnuson and myself have introduced. The Depart- 
ment of Agriculture and the letter that I just read from the Commis- 
sioner of the Bureau of Reclamation, agree that there is need for 
amendment to the law. I am hopeful that if it is at all possible, the 
committee will be able to act without too much delay because of the 
crisis that we face in the Columbia Basin area. 

Mr. Chairman, we have two representatives from the Columbia 
Basin Commission, the executive secretary of the commission, Mr. 
Hubert Walter is here, and he will be glad to testify, and Senator 
George Zahn, who is a member of the commission and also a State 
senator in the State of Washington. 

Senator Scorr. We will be glad to hear from you. 


STATEMENT OF HUBERT H. WALTER, ADMINISTRATIVE ASSIST- 
ANT TO THE COLUMBIA BASIN COMMISSION, EPHRATA, WASH. 


Mr. Watrter. I have here the prepared statement of Mr. Harold J. 
Eidemiller, who is secretary of the South Columbia Basin Irrigation 
District, which is our most critical area. He has prepared that for this 
hearing, and I would like to speak briefly from that, and then, file that 
as a part of the record if possible. 

(Mr. Eidemiller’s statement is as follows :) 


Whereas it has been deemed desirable that those lands in the Columbia Basin 
project coming under the jurisdiction of the United States of America as to dis- 
posal, shall be sold only to those qualifying under veterans’ preference rights 
and having the necessary minimum assets with which to develop the land. 
While there can be no quarrel with this procedure, adequate provision has not 
been made to enable those chosen to develop the farm successfully. 

On this project it is required that a veteran be in possession of $4,500 either 
in cash or usable assets and having established that he has this amount he is 
permittéd to choose a farm. Until recently these successful applicants were 
assured they would be adequately financed by the Farmers’ Home Administra- 
tion. However, 6 months or so ago FHA decided they would not finance those 
who did not have considerably more than the minimum requirement and as a 
consequence some 60 to 75 farm owners have arrived in the South C».lumbia 
Basin Irrigation District after severing their former connections only to find 
no financial help available and this after being assured at the time they made 
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their farm selection that they would be financed. These people are now using 
up their assets for living expense and have no means of developing their farms 
and are in dire need of relief. Some means should be found to finance this group 
under a setup more lenient than Farmers’ Home Administration is willing to 
allow, perhaps an appropriation administered by the Veterans’ Administration 
is the answer for this group. 

Present thinking is that the minimum financial requirement for applicants for 
farms must be raised, possibly to $7,500, as a result of present prices of farm 
equipment. This would be in line with sound economie principles but would elimi- 
nate a very large number of otherwise worthy veterans. Decision must be made 
as the line to be followed, and then, having made that decision, everything 
should be done to insure the best possible chance for the veteran to succeed. 
Please note we do not say to “insure success” since inevitably there will be some 
who cannot make it without a perpetual subsidy and for these we make no plea. 

Most farm units in this district will require the expenditure of at least $25,000 
for residence, necessary outbuildings, machinery and land leveling before much 
can be realized in the way of returns. At this point it is well to point out that 
repayment of loans should not be required until the end of the third year of 
development, we now have a sad state of affairs resulting from the present policy 
of requiring that loans be repaid at the end of the first year wherein much dam- 
age has resulted to the soil in attempting to grow crops that will yield a return 
the first year. Most of these attempts have resulted in failure and the borrower 
not only is delinquent but has no better prospect for the ensuing year. Much of 
this unfortunate situation can be laid directly to the policy of the Farmers’ Home 
Administration and the impractical advice given by the local personnel, which 
advice the borrower is forced to accept and to operate accordingly. Many of 
the present borrowers came here with the intention of seeding their farms to 
legumes and grasses, ideally suited to the type of soil in this district, only to 
be told that if they followed that program they need not expect a loan from FHA. 
This from an agency in the Department of Agriculture, which Department pur- 
ports to promote soil conservation. 

This agency seems to be blissfully unaware that since 1942 the price of alfalfa 
has never been less than $20 per ton and that it has been as high as $40. With 
a probable yield of 7 tons per acre this is no mean cash crop in itself and after 
3 years the land will be in a much more favorable condition to grow a profitable 
annual crop. We submit that the Farmers’ Home Administration is radically 
in need of some up-to-date ideas in their administration of the program as well 
as the changes needed in the act itself. Something is radically wrong when 
settler after settler will tell you that he will go to any length to stay out of the 
clutches of FHA. It is realized that it is difficult to exclude personalities in the 
administration of any program but nevertheless it is possible. In evalnating 
the cases of those who are successful in securing a loan and those who are not 
we wonder just what has been the deciding factor. 


In summation we would support amendemnts to the Bankhead-Jones Farm 
Tenant Act as follows: 


(1) That no repayment of principal be required in the case of production 
and subsistence loans until after the end of the third year of development. 

(2) Production and subsistence or “operating” loans should be available 
for as long as 12 years instead of the present 7 years and the limit of $7,000 
on borrowing at any one time should be raised to $12,000, The overall total 
loan possible for this type loan should be $25,000 in lieu of the present $10,000. 


By reason of departmental determinations borrowers are forced to spend too 
great a proportion of their loans in the construction of a dwelling when they 
are willing to live in a more modest home in the initial years in order to keep 
their indebtedness at a minimum while no returns are possible. FHA main- 
tains that a family becomes discontented in less pretentious quarters while the 
prospective borrowers maintain vigorously that they are far more content with 
a smaller debt load. Then too the house they are now required to build is not 
what they want permanently but the cost is so great they must always use it. 

The greater loan limits are not the entire answer to the problem since many 
applicants have stated that they only wish to borrow comparatively small 
amounts for specific purposes and use their own initiative to provide the rest, 
however, they inform us that this is not possible but that they must take a com- 
plete loan or none at all. 

In conclusion we ask for a more realistic administration of the farmers’ home 
program as well as the increased loan limits and for relief for those veterans 
now here that are presently unable to qualify for a loan. 


ee ee 
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Mr. Watrer. Our situation is critical there. The Columbia Basin 
Commission is a State agency set up by an act of the legislature for 
resource development. In past resolutions, we have wholeheartedly 
endorsed this amendment. We feel it will take care of our needs, not 
entirely, but it will go a long way toward helping those fellows who 
are getting started. They are all young people. 

They have to be, because we have to hew this land right out of the 
sagebrush and put it into productive farms and the first 2 years it Is 
terrifically rough. We do need more financing and a longer period 
in which to pay out. We have to put in the soil-building crops to start 
with. pagal 

We have to get in legumes, do our leveling and build our buildings. 
We are just starting from scratch. If we are restricted to 7 years for 
our indebtedness to FHA, it is not long enough. The first 3 years are 
almost nonproductive. ade 

To get more than a living off that land and get it built up, it is ter- 
rifically hard for them to pay off in the early years, and while they are 
restricted to $10,000, costs have risen, even from the time this project 
was started to now. Equipment has gone up, and they have taken two 
7 percent raises in the last year. We need more money and a longer 
time in which to pay out. 

Possibly the first 2 or 3 years it is awfully hard for them to make any 
repayments. 

Senator Scorr. Right there, I feel that as long as a man is willing 
to work and put in everything in it—his wife and his family—that 
credit is one of our tools to work with. It doesn’t do any good for 
the Government to clamp down and say, “You have to quit right here.” 
I can realize, as a farmer myself, in developing a piece of land, I never 
have undertaken anything, even repairing a building, that didn’t cost 
a little bit more than I first expected it would. 

You are confronted with that all of the time. I know. I have 
cleared a lot of land, used bulldozers, and I have never seen those 
things yet get out as cheaply as you first thought they would. They 
just don’t do it. 

It doesn’t do any good for the Government—with that family doing 
everything it can—to just go so far and say, “Go no further.” 

If we are going to develop the country, and that is what we want, 
then we must carry through. 

As long as a man is carrying on, doing his level best, I think the 
Government ought to go along with him. That is my feeling on it. 

Mr. Waurer. That is the way we feel, too. This land is highly pro- 
ductive. We have good soil. Once we get this land into production, 
it is going to pay off. We boast that in our best year there—our land 
has been under production 2 or 3 years—it has gone up to $175 an 
acre. The average last year dropped down to $113. It is a good 
investment. 

But when you get into this initial cost, the initial costs are terrific. 
We are paying up to as high as $80 to $85 an acre to level this land and 
get it into production. We are paying $5 to $6 an acre to get our 
irrigation system in. It will pay off. 

There is not a farm on the basin that will not pay off, but it carinot 
pay off in the early years. 

Senator Scorr. You can get that work done cheaper than I van get 
itdone. I can’t clear a piece of land for less than $125. 
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Mr. Waurer. There is a lot of our land that will cost that much. 
In our own case it will cost about $80 to $85. What we need is more 
money and more time. The FHA is doing a good job, as good a job 
as can be done under existing law. 

Senator Scorr. I have found those fellows conscientious. 

Mr. Water. They are in our area, too, but to go to $7,000 is not 
enough. You are only going part way with it. And it cuts them off 
at the time when they are just really over the hump. You just goa 
little bit further with them, increase the overall loan and give them 
more time in which to pay out, and it is a cinch to work out. 

In the south district we are facing a definite problem in the develop- 
ment costs. The FHA is not under existing laws able to take care 
of them. They are young veterans. The Government has brought 
them out there through the FHA and the Bureau of Reclamation, be- 
cause they have encouraged them to come out there with minimum 
assets of $4,500. 

They have come out there on the land of opportunity, and this 
$4,500 is not taking care of them. They will not lend them the money 
to get their land developed. There has to be some provision made 
somewhere so these young veterans—and they are all picked on a 
lottery basis, a drawing for the right to purchase—there has to be some 
provision made there to get them started, get their land developed, 
and get their land started out. 

Even on a percentage with the land as collateral, to give them an 
opportunity to leve] their land and get their buildings up, it has to be 
done. The FHA to a large extent was designed, we believe, to take 
care of established farms. 

We have to establish the farms. We believe that they should be 
more lenient by increasing the amount that they will loan and the 
length of time they will lend the money for. Therefore, we are in 
full support of the bill introduced by Senators Jackson and Magnuson. 

T would like to file this statement which is from the irrigation sec- 
retary, who is familiar with the problem. 

Senator Scorr. We have accepted it. 

We will be glad to hear from you, Senator Zahn. 


STATEMENT OF GEORGE D. ZAHN, COLUMBIA BASIN COMMISSION, 
METHOW, WASH. 


Mr. Zaun. My name is George D. Zahn. I am a member of the 
Columbia Basin Commission. 

I am a fruit rancher myself, although I do not reside on the Colum- 
bia Basin. I am one of the three commissioners chosen by the governor 
of the Columbia Basin. 

I have no financial interest in it, but we meet constantly in the dis- 
trict, and I am aware of its problems. I would like to concur that 
the commission has noted the need for more adequate financing for 
veterans and settlers in the Columbia Basin, and the Columbia Basin 
Commission urges the Congress and this committee to take some favor- 
able action in increasing farm loan possibilities, so that they might 
more adequately do a job and not face the possibility of helping a man 
part way and then have him forced toleavehisfarm. _ 

Speaking as a farmer in a ve _ risk food business where you 
have to put in considerable capital and noting that I used to spray with 
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horse-drawn equipment, then later I had portable equipment of a very 
low cost, and now I find myself faced with putting $3,000 to $4,000 into 
just one spray machine to spray a given amount of orchard, that means, 
if I were starting in business now, the capital that I could have started 
with 5, 10, or 15 years ago or even 20 years ago would not nearly be 
adequate enough now. 

I recognize that in lending money, you certainly have to be careful. 
You can lend a man too much money. But under sound principles, 
certainly if the farmer is going to stay on the farm and be made 
— he must have some time in which to get established and 

o it. 

Another thing in the State of Washington—and I know in other 
States of the Union—we have had adverse things happen to us by 
nature. 

In our State we have had a cattle-feeding situation last year where 
farmers had to start feeding early in November. We had to get emer- 
gency grain for them. Some of those folks are in difficulty and this 
kind of legislation will not only be helpful to the basin farmers, but 
it will help the farmers all over our State and other States, I am sure. 

Senator Scorr. It will help in our State, too. 

Mr. Zann. That is the point. Although we are speaking for the 
Columbia Basin, this is going to be beneficial to farmers in every county 
in the State of Washington, and I am sure many, if not ail of the 
States of our Union. In our States on the coast, the strawberries were 
frozen out, the cranberries were badly affected. The cattle losses have 
been severe, and the fruit losses are going to be heavy. We will get 
by and get back into business, but we will need a little help. 

It is this kind of legislation that will allow the Farmers’ Home 
Administration to do a better job, and I want to say for the record 
that they have done a conscientious, generally helpful job within the 
scope of the legislation that they have had to conduct themselves under, 
and I believe with a policy that is proposed in this legislation, they can 
do a better job, and the farmers will have a chance to get out of any 
difficulties imposed upon them by nature, and the basin farmers who are 
starting from sagebrush will have better opportunities to get estab- 
lished and become worthwhile taxpaying citizens of that area. 

If there are any questions, I would be delighted to answer them. 
The Columbia Basin Commission is in support of this kind of legisla- 
tion. 

Senator Scorr. Thank you very much for your statement. 

I say again, I can appreciate what you say both as a farmer myself 
and observing neighbors who have used Farmers’ Home Administra- 
tion Assistance all the way through. There isn’t any question but 
what we can do it. We just need to readjust ourselves to present-day 
conditions. 

Mr. Zann. That is right, Senator. 

Senator Jackson. I am glad that Senator Zahn mentioned the fact 
that, of course, this amendment would have universal application. It 
would help meet a serious situation in many other States. It comes at 
a time when we have had unprecedented weather conditions through- 
out the country, and at a time when farm income has been on the-de- 
cline, and I am sure that the credit arm, as you have pointed out, could 
be very helpful in protecting the integrity of our farmers. 
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We are talking, of course, about farmers who are willing to work, 
who are trying to do their very best, but through adversity over which 
they have had no control, may be foreclosed out of the farming busi- 
ness. 

Mr. Chairman, two representatives from the Department are here. 
Through a possible misunderstanding, I neglected to ask that the De- 
partment representatives appear formally and testify. The repre- 
sentatives are from the Bureau of Reclamation and from the Farmers’ 
Home Administration. 

They can make some informal comments which have not been cleared 
with the Bureau of the Budget, but they can give us the views of the 
Depar tment if there is no objection. 

Senator Scorr. We will be glad to hear from you. 


STATEMENT OF M. H. WILLIAMS, CHIEF, PRODUCTION AND SUB- 
SISTENCE LOAN BRANCH, LOAN DIVISION, FARMERS’ HOME 
ADMINISTRATION, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


Mr. WituraMs. I am M. H. Williams, Chief of the Production and 
Subsistence Loan Branch, Farmers’ Home Administration. 

Senator Jackson. Before Mr. Williams proceeds, I might make a 
brief statement that I think would be helpful. As I indicated to the 
chairman, we had a meeting out in Richland, Wash., to be exact, on 
February 10. This meeting was attended by” some 20 veterans and a 
representative of the Farmers’ Home Administration, Mr. Joseph 
York, who happened to be in Seattle at the time and was good enough 
to come over to Richland. 

He was the Chief of the Division now headed by Mr. Williams. 

Mr. Wittrams. No. He was a member of our Real Estate Loan 
Branch staff. 

Senator Jackson. A rather tragic thing happened. Within a few 
hours after he had-met with the farmers and myself, he dropped dead 
at the airport in Portland on his way to Washington. Mr. York 
was a very helpful 

Senator Scorr. Washington, D.C. ? 

Senator Jackson. No, sir; he dr opped dead at the Portland, Oreg. 
airport. He was on this way back to Washington, D.C. He had been 
very helpful. He had all of the details of the pr oblem out there. He 
had made a spot check on the ground. 

I must say he was very sympathetic and, of course, very helpful. 

The result is that, of course, Mr. Williams does not have the per- 
sonal information. He hasn't had an opportunity of visiting the 
project and getting firsthand information. However, I believe Mr. 
Williams is familiar with the policy of his own agency, and he can 
testify on that basis. 

They have submitted a report which the clerk informs me has not 
arrived here at the committee. It is in the process of being cleared 
through the Bureau of the Budget. 

T wanted to make that. preliminary statement, so the committee 
would understand Mr. Williams’ position with reference to this mat- 
ter. 

Mr. Wittrams. Thank you, Senator Jackson. 
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We are familiar with the problems in the Columbia Basin area 
and the similar problems that other farmers and ranchers have across 
the country. 

The Department is certainly in favor of the objectives set forth 
in this bill. We have favored, and a report has been filed recommend- 
ing an amendment to the Bankhead-Jones Farm Tenant Act that 
would increase both the loan limits and the repayment periods con- 
tained in the act. 

As Senator Jackson has indicated, the limits are slightly different, 
there being a difference of 10 and 12 years and $20,000 and $25,000. 

Certainly conditions across the country in the field of agriculture 
have changed, as Senator Scott, you have indicated, which means 
that our credit facilities need to be brought more nearly in line with 
the changing times, and these proposed changes are only a few of 
some other recommendations that the Department has made for amend- 
ing the Bankhead-Jones Farm Tenant Act. 

Some of the other items which this committee probably has or will 
consider are authority to make loans to part-time farmers, and au- 
thority to make loans for refinancing purposes. I don’t have a sum- 
mary of the bills before me. 

Senator Jackson. Mr. Chairman, I[ think it will be helpful if Mr. 
Williams could file a statement. 

Mr. WinuiaMs. I would prefer, if you folks would like to ask some 
questions with respeet to the problem out there. 

Senator Jackson. I think it will be helpful if you could file a state- 
ment summarizing the view of the Department. If there is no ob- 
jection to that, Mr. Williams would have an opportunity to give a 
summary of the amendments that the Department would like to see 
adopted to the Bankhead-Jones Farm ‘Tenant Act. 

Senator Scorr. That would be fine. 

Mr. Witutams. If you have any specific questions—— 

Senator Jackson. May Lask one, Mr. Chairman ¢ 

Senator Scorr. Yes. 

Senator Jackson. I take it that the Department, Mr. Williams, is 
in accord with the general objectives of the bill that Senator Magnu- 
son and myself have introduced ? 

Mr. WiraiAMs. Yes, sir. 

Senator Jackson. The Department’s view is that the $7,000 mini- 
mum limitation should be raised to $10,000 instead of $12,000. 

Mr. Wiitiams. The proposal is, as 1 understand it, to utilize wp to 
10 percent of the annual appropriation for P. and S., Production and 
Subsistence operating loans, for loans in excess of this $10,000 limit, 
up to the $20,000 ceiling, which would give us substantial turnaround. 

Senator Jackson. But the only difference between the views of the 
Farmers’ Home Administration and the views contained in this amend- 
ment is that we strike out $7,000 and insert $12,000. The Farmers’ 
Home Administration’s position is that it should be $10,000, 

Mr. Wirttams. That is right. Under our present regulations an 
initial loan to any individual must be limited to $7,000. ‘Then within 
a 120-day period we can make additional loans up to this $10,000 limit. 
The effect of the proposed change in the act would eliminate that. first 
step, the $7,000 limit. 

Senator Jackson. Which is a rather unrealistic situation. 
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Mr. Wituiams. And it would simplify the administration of the 
lending activities. 

Senator Jackson. Yes. This would give you more flexibility. 

Mr. Witutams. Yes. 

Senator Jackson. It is a kind of a fiction to have to wait 120 days 
before you can make additional loan when you know what he is going 
to need anyway. 

Mr. WiutiaMs. That is right. 

Senator Jackson. Then our bill would strike out $10,000 on the 
limit and insert $25,000 as an over-all limit, and the Farmers’ Home 
Administration recommendation is $20,000. 

Mr. WitxtraMs. That is correct. 

Senator Jackson. And on section 2, we strike out the 7-year repay- 
ment period and insert 12, and the position of the Farmers’ Home 
Administration is 10. 

Mr, Wituiams. The effect of the recommendation would be that 
borrowers who had been continuously indebted for 7 years, where their 
condition was something beyond their control, we could extend or 
renew their loans and advance them additional credit up to an addi- 
tional 3-year period. 

Senator Jackson. It is a matter of detail. 

Senator Scorr. It is a matter of detail. Are you objecting to the 
12 years? 

Mr. WituiaMs. Our experience, Senator Scott, has been that gener- 
ally throughout the country the 10-year limit is adequate. This change 
in the proposal of the Department in its recommendation would permit 
making a loan to a man near the end of the ninth year, which would 
give us ample time to work with an individual. The average borrower 
who has been indebted to the Farmers’ Home Administration for these 
operating type of loans pays them in full in about 4 years. That is the . 
average. 

There are many who need longer periods and many of them pay 
in full in shorter periods. In your part of the country they pay off : 
sooner than the average 4-year period referred to. 

Senator Jackson. You have in the Columbia Basin, a unique devel- 
opment; that is, that in old established areas they can, of course, start 
paying right away, but we have a period there where they are not in a 
position to make a payment, and the result is that they start in debt 
and are delinquent, and the combination of the two results in a poor 
payment record, which is not good from a morale standpoint, 

He needs a longer payout period. 

Mr. Waurer. That is right. We need the longer payout period. 
What we need very vitally is these early years, the first 2 or 3 years, 
on your Production and Subsistence, your P. and S. loans, if we 
could get deferred payments on the principal, so long as we keep the 
interest current, it would go a long, long way toward solving our 
problem. : 

These are recurring costs, we recognize that. But a man out on new 
land, to get his equipment and to get going and then to pay off his 
P. and S. loan out of that first crop, that was the thing that might 
break his back. If he could go more than 1 year on this P. and S. 
loan, the production and subsistence loan, providing he keeps his 
interest up—and he can do that—but to pay it off in its entirety, it is 
just practically impossible. 
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I believe—and I believe it is the thinking of those people out there, 
and I am sure it is—if we could go for 2 or 3 years under P. and S. 
loans with deferred payments, with the interest kept current, that 
would be helpful. You do give that on your FO loans, 2-year defer- 
ments. 

Mr. Witu1aMs. Yes. 

Mr. Watrer. If you could do the same thing with the P. and S. 
loans, in that first 2 years, that man is made. Paying it off in the first 
year often breaks his back. We would like to see the FHA give the 
young people a chance to pay it off in the early development years. 

Senator Jackson. One of the things that came out of this meeting 
in Richland on February 10 was a recommendation for a 3-year mora- 
torium—the first 3 years—on the payment on principal. In other 
words, this first 3 years, they just do not have the income with which 
to make the payments, and it is a unique situation that applies in this 
area. 

I wondered, Mr. Williams, what the view of the Department were 
on that. I meant to raise that earlier. 

Mr. WiuutaMs. There is authority under the present statute to defer 
payments until the end of the second full crop year. 

Senator Jackson. Not for 3 years? 

Mr. Wiiu1aMs. Two years. That permits deferment of both prin- 
cipal and interest, and that authority has been exercised. 

Senator Jackson. You mean in the Columbia Basin ? 

Mr. Wiiui1ams. Yes. We have been administratively following : 
policy where moneys are advanced to produce a specific crop to sched- 
ule those annual recurring expenses for payment at the end of the first 
crop year, et cetera, to keep from pyramiding that debt. We have 
deferred payments for investments in machinery, livestock, and other 
sapital items. 

Senator Jackson. Then they would still have to pay off the princi- 
pal within 4 or 5 years, within the 7-year period ? 

Mr. WiaitaMs. Yes. That is where the ceiling is. 

Senator Jackson. That is where the rub comes in. 

Mr. Witutams. Yes, that is a problem. 

Senator Jackson. These people, Mr. Chairman, are anxious to pay 
their debts. I do think we have been operating on a fiction. It has 
been assumed that they are going to start paying the first year or two 
when, in fact, it is an impossibility. They are leveling the land, they 
are getting the land prepared for new crops. They are trying out 
new lands with new crops without any experience. The whole purpose 
of these amendments, of course, is to try to work out a realistic credit 
program that these people can meet, and if a good farmer can meet 
those conditions, then those who cannot comply, of course, have no 
business being in, and have no reason tocomplain. 

I do believe we are operating at the present time on an unrealistic 
basis. It is not the fault of your people, Mr. Williams. It is a new 
situation that has developed. 

Has the Farmers’ Home Administration given any thought on this 
recommendation of the farmers in the area to extend the moratorium 
period from 2 to 3 years? 

Mr. Wiiu1aMs. Not tomy knowledge. 


78487—56——2 














14. FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 


Senator Jackson. It would be helpful if we could have their com- 
ments on it. If you extend this period, you will solve the problem 
anyhow. But you will still need authority to extend it beyond the 

-year period. 

“Mr. Wittams. Yes. There is statutory authority to defer payment 
for 2 years to the end of the second full crop year. 

Senator Jackson. It may require an amendment to the bill here. 
S. 3374, to include that additional authority on a discretionary basis. 

Senator Scorr. Thank you very much. 

If you will give us that information for the committee, it will be 
helpful. 

Senator Jackson. The other gentleman is Mr. Don Mitchell, with 
the Bureau of Reclamation. W hile the Bureau does not have e any part, 
Mr. Chairman, in the extension of credit, the Bureau of Reclamation, 
of course, has a vital stake in this program inasmuch as the Columbia 
Basin project is under the Bureau and they work very closely with 
the Farmers’ Home Administration in trying to develop the new farms, 
and maybe Mr. Mitchell would like to make some comments on this. 

Senator Scorr. We would like to hear from you, Mr. Mitchell. 


STATEMENT OF DONALD S. MITCHELL, CHIEF, LAND AND WATER 
BRANCH, IRRIGATION DIVISION, BUREAU OF RECLAMATION, 
DEPARTMENT OF THE INTERIOR 


Mr. Mircuett. My name is Donald S. Mitchell, Chief of the Land 
and Water Branch, Irrigation Division, Bureau of Reclamation. 

As Senator Jackson pointed out, the Department of the Interior was 
not requested for a report on this particular bill, and the comments 
I make here today are not necessarily those of the Department. 

But the Bureau of Reclamation is vitally interested in this credit 
problem on the Columbia Basin project, not only on the Columbia 
Basin, but on all of our reclamation projects. However, I think the 
credit problem is more serious in the Columbia Basin than in most of 
our other projects primarily due to the vast size of the undertaking. 

We are in general agreement with the provisions set forth in “the 
bill, and we think it would go a long way in taking care of some 
of the problems there. 

In addition, we think that more funds are needed for the project. 
We certainly believe that the FHA has done an excellent job within 
their authority and the funds available, and the personnel that they 
have had available on the project, but I might point out that as of 
January 1, 1956, the FHA had only 346 active loan cases on the 
Columbia Basin project, and that amounted to only about 11 percent 
of the farms that were elig'ble to receive water. 

So they have a relatively small percentage of the farms in the basin 
that are borrowing from the FHA. 

I think if additional funds could also be made available to FHA, 
it would go a long way in answering the problem. 

I would like to make this one additional point that Mr. Walter 
brought up. I think it is well recognized by all agricultural people 
that it is necessary to level land for irrigation and ¢ any time you go 
in and disturb the topsoil, which you must necessarily do to level 
it, and put it in shape for irrigation, it takes 2 to 3 to 4 or even to 5 
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years sometimes to bring that land back to its maximum production 
capabilities. This is a very important point in this question of a 
moratorium in the early years of these loans. 

The soil in general is good in the Columbia Basin, but, as I say, 
whenever you disturb that topsoil, you have to more or less start over 
to build up the fertility, and that takes time. 

I have no further remarks. 

Mr. Watrter. There is one thing. The Government definitely has 
an obligation to take care of those people who are now in trouble, 
particularly in the South District. It was the Bureau of Reclamation 
that sold them the land and required them to have assets of only 
$4,500 to qualify. They have pulled up stakes wherever they were 
located. 

They were not promised by the FHA that they would get loans, 
but they were encouraged that they would be able to get FHA loans. 
They left their jobs and came out there and bought their piece of 
land, and we had no selection in picking these settlers. 

The irrigation district or the commission had no choice in that. It 
was strictly done by the Government. Their $4,500 is not adequate. 
They do not have the repayment capacity in the eyes of the FHA 
at present, but they are there and have expended this $4,500, and 
they are unable to get their land developed. 

They have pulled up stakes elsewhere. They are out there prac- 
tically stranded through governmental activity, through the FHA 
and the Bureau of Reclamation. They didn’t promise them anything, 
but they made pretty glowing reports of the possibilities that they 
would be able to get loans. They do owe them an obligaiton. They 
owe them an obligation to take care of those people who want nothing 
more than a chance. 

The $4,500 was inadequate. 

Mr. Zann. You might add that each one is a young veteran under 
the veterans’ preference clause in the basin. 

Senator Scorr. Are there any further questions? 

Senator Jackson. Mr. Chairman, I had one additional letter that I 

wanted to put in the record following my remarks. Through an over- 
sight I left it out. It is from Mr. Harold J. Eidemiller who is Secre- 
tary of the South Columbia Basin District. The letter summarizes 
the meeting that was held on February 10 with Mr. York and myself 
and states the problem, I think, very, very well. I merely want to ex- 
press my personal apreciation for arranging this meeting this morn- 
ing. 
t know we are all busy and it was on rather short notice. Senator 
Magnuson and myself are indebted to you for taking time out and 
arranging this meeting while these people were in the city from the 
State of Washington. 

(The letter referred to follows :) 

SoutH CoLuMBIA BASIN IRRIGATION District, 
Pasco, Wash., February 20, 1956. 


Senator Henry M. Jackson, 
Senate Office Building, Washington, D. C. 

DpaR SENATOR JACKSON: Last Friday, February 10, some 20 veterans,. owners 
of farm units in the Columbia Basin project met with Joseph E. York from the 
Washington office, Farmers’ Home Administration, in an attempt to obtain relief 
from the present financial difficulties they are having with the FHA determina- 
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tions as administered by the Pasco office. This delegation was a very small 
proportion of those having a grievance since an effort was made to keep the 
attendance as small as possible. 

Mr. York was very sympathetic and explained what FHA could not do accord- 
ing to law and promised to take the various complaints back to the Washington 
office. Unfortunately he suffered a fatal heart attack the next morning and we 
are sure that time did not permit any action that would carry on his intentions 
and it is our purpose now to furnish a résumé of the situation. 

A primary cause of the trouble is the requirement that repayments under the 
production and subsistence loans be made the first year of operation. This has 
resulted in attempts to raise an annual crop such as beans, corn, or wheat on soil 
that in its virgin condition is totally unfit for such purpose. Were it possible, 
and we think it is, to make these loans with no repayment the first year, payment 
of interest only the second year, and then a graduated repayment schedule be- 
ginning at the end of the third year. 

This would permit the borrower to devote his entire attention to the establish- 
ment of a stand of legumes and grasses on his farm without which no measure 
of success will ever be attained on the type of soil involved. Had such a program 
been followed, then this being the third year, some of the legumes or grasses could 
be plowed under and a cash crop planted with assurance of a profitable yield. As 
it is 2 years have been lost and we are right back at the beginning with the soil 
in even poorer shape than in the beginning. 

When this viewpoint is presented to FHA personnel we are met with a lot of 
words giving lip service to the idea of a legume and grass program but with no 
encouragement as to deferring repayments. This is equivalent to lifting one- 
self by one’s bootstraps for in order to strive for the repayment it is necessary to 
devote a great part of the total acreage to an annual crop which due to the diffi- 
culty in furnishing moisture by reason of heat and wind and the care that must be 
taken to prevent erosion takes all of the farmer’s time and he is therefore unable 
to establish a permanent seeding on the remaining acreage. We believe this de- 
ferral of repayment can be accomplished by departmental action under the pres- 
ent act. 

The Farm Home Administration Act was enacted on the assumption that it 
would be used to rehabilitate existing farms where buildings and other facilities 
were already in existence and it was not foreseen that it would be used in situa- 
tions such as ours, wherein we must have living quarters for our families and 
our livestock and must have time to tame and enrich the soil itself. 

The limit on the production and subsistence loan is now $10,000 and cannot 
extend beyond 7 years. At the time this limit was set this was probably ample 
but with the greatly increased prices the farmer must now pay he cannot stretch 
the money thin enough to cover his needs. Not less than $30,000 total assets are 
required to furnish the-barest essentials for a new farm operation and the bor- 
rower will still need to trade the use of machinery with his neighbor and will 
have barely adequate housing for his family. We believe that this operating 
loan limit should be raised to not less than $15,000 and a borrower aliowed to use 
FHA funds for 10 years. This can only be accomplished by a change in the act. 

Much complaint is heard of the requirement that too great a part of the farm 
ownership loan be expended in the building of a residence. Settlers not financing 
through FHA are content with the barest minimum in living quarters until such 
time that the farm will pay its way and FHA borrowers would like the same 
privilege. Approximately $7,000 is now used for this purpose and interest charges 
alone will amount to about $400 annually. In addition this amount will not 
build the house that is wanted and the family would far rather live in a basement 
until such time as they were able to build what they wanted. This part can be 
changed by departmental ruling and should be, so that the development of the 
farm will not be handicapped for lack of capital. We do not want to see a debt 
built up against a place that will be impossible to pay but wish to keep the total 
loan as low as possible with a more realistic program of how the money is used 
so that maximum results will be had in making the farm pay its way. 

We think that FHA borrowers are not getting the best practical advice from 
the supervising personnel. It is not possible for someone to outline a program 
for a borrower to follow when the adviser is without practical experience him- 
self. Good judgment is also a prime requisite for one in this position. We know 
of a situation where the borrower had a crop of beans to harvest and had found 
a combine harvester for sale for $1,100 with a guaranty that it would be in new 
condition; he was to pay $500 after harvest and the balance after harvest the 
succeeding year. FHA refused to permit the purchase and the borrower was 
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forced to depend on hiring his beans harvested and to wait until the hired com- 
bine could reach his place. As a consequence the beans were rained upon several 
times and only a small portion of his crop was salvaged. Then FHA approved 
the payment of $579 to the custom operator. 

The county advisory committee for Franklin County consists of one owner- 
operator of a farm on the project, one dryland wheat farmer, and the third lives 
in Pasco and owns a small acreage devoted to grapes just adjacent to town; this 
committeeman was formerly an FHA supervisor. We submit that all three should 
be owner-operators of farm units on the project since 100 percent of the loans 
are made there. 

Veterans from all over the United States were encouraged to seek lands in the 
Columbia Basin project and the project was set up to give them preference in 
obtaining land and the means of establishing themselves in a profitable occupa- 
tion but somewhere along the line there has been a failure in carrying through 
to see that he has had an ample opportunity to work out has own salvation and 
if immediate help is not forthcoming many of these young familites will have to 
give up and sacrifice the savings they brought with them together with 2 or 3 
years of work and hardship and, disillusioned and bitter, start all over again. 
There are many that came here to select their farms and before returning home 
to sell out and close up their affairs, conferred with FHA about finances and were 
told that “in all likelihood” FHA would go along with them. Imagine their dis- 
appointment and bewilderment when arriving here to stay being told that for 
various reasons FHA could not make them a loan. Now they are here, have quit 
their jobs, sold their homes, and are using their savings for living expense with no- 
where to go for help in financing the start of a farming operation. 

Certain farm units can only be successfully operated with the use of sprinkler 
irrigation and other units will require this method on a major part of the acreage. 
Present policy of FHA prohibits loans for sprinkler systems unless the prospec- 
tive borrower has enough money of his own so that he wouldn’t need to borrow 
anyway. Policy should be revised to permit loans for sprinkler systems when 
such method is indicated by competent advice available to the settler and, further, 
FHA should not be allowed to completely veto the determinations of other Fed- 
eral agencies in setting up criteria for loans. The Bureau of Reclamation, Soil 
Conservation Service, Extension Service, and others have made exhaustive studies 
of the proper methods to be used in developing basin lands and their recommen- 


dations should not be totally disregarded. 
In closing, we strongly urge that action be taken at the earliest possible date 


to correct these injustices and that means be found to enable these veterans to 
help themselves to success and that any effort made does not end in a flood of 
words. We have just heard of one boy who has given up the struggle for financ- 


ing and walked away. 
Sincerely yours, 
Harowp J. Erpemier, Secretary. 


Senator Scorr. I am glad to do it. 

Does anybody else care to say anything ? 

We will be glad to hear from you. 

Senator Jackson. The main thing we need now are the reports from 
the Department just as soon as possible, so the committee can act on it. 
We do face a crisis. Our people are in bad shape out there, and I 
think that that view is sustained by your agency, Mr. Williams; isn’t 
that correct ? 

Mr. Wru1aMs. That is correct. 

Senator Jackson. Thank you very much. 

(Whereupon, at 11 a. m., Tuesday, May 9, 1956, the subcommittee 
adjourned.) 
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FARMERS’ HOME ADMINISTRATION OPERATING AND 
HOUSING LOANS 


THURSDAY, MAY 17, 1956 


Unrrep States SENATE, 
SUBCOMMITTEE ON AGRICULTURAL CREDIT AND 
Rurau ELEcrRiFICATION OF THE 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:05 a, m., in room 
324, Senate Office Building, S Senator Spessard Holland (chairman of 
the subcommittee ) presiding. 

Present: Senators Holland and Humphrey. 

Also present: Senators Allott, Thye, and Neuberger, 

Senator Hottanp. The meeting will come to order. 

This hearing was called on several pending measures. I ask that 
there be placed in the record at this time a copy of each of these meas- 
ures and the Reports of the Department of Agriculture thereon where 
available. 

(S. 1199, S. 2961, S. 3034, S 8035, 5. 3247, S. 3293, S. 3184, S. 3185, 
S. 3374, S. 3429, S. 3559, S. 3790, S. 3850 ay reports thereon are as 
follows:) 

{S. 1199, 84th Cong., Ist sess.] 


A BILL To strengthen the Nation by preserving the family-size farm, providing additional 
credit for farm enlargement and development, improving the income-earning capacity 
and standard of living of low-income rural people, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this bill shall be known as the “Family 
Farm Development Act”. 

FINDINGS AND POLICY 


Sec. 2. The low incomes, peor living standards, and insufficient economic op- 
portunity for efficient employment of their full capacity of a large part of the 
rural population denies the Nation the benefit of greater productivity in agricul- 
ture and in local rural manufacturing and service industries, slows down national 
economic growth and reduces standards of living. The Congress recognizes that 
rural poverty and low rural productivity can and must be remedied in order to 
bring the Nation up to maximum strength and that through this example of 
strengthening democracy at home by providing additional opportunities to low- 
income rural groups, democracy in other parts of the world also will be 
strengthened. It is the policy of the Congress to provide for practical assistance 
to low-income rural families who desire to increase their productivity and in- 
comes and thereby to benefit the Nation’s economy and raise their own standards 
of living. 

DETERMINATION OF LOW-INCOME COUNTIES 


Sec. 3. The President is authorized to determine from time to time from the 
latest official statistics available to him the counties or areas of the United States, 
not exceeding five hundred in number at any one time, having the largest low- 
income farm population and to inaugurate and maintain in such counties a 
program to effectuate the purposes and policy of this Act. 
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ELIGIBILITY 


Sec. 4. The President through existing agencies of the Government will render 
special assistance to low-income families or single persons living in rural areas 
who apply for such assistance: Provided, That the applicant is recommended by 
the county farmer committee established under section 8 (b) of the Soil Conserva- 
tion and Domestic Allotment Act: And provided further, That the county farmer 
committee finds that the applicant, with the assistance provided for herein, will 
develop a farm and home management or family employment plan for increasing 
his productivity and income that has a reasonable chance to succeed. _ 

In exploring the most feasible and practicable methods for increasing his 
productivity and income the applicant, with the assistance of the county farmer 
committee, will determine whether the cause of low income is due to physical 
handicaps of the family; the lack of available credit to make needed shifts 
in farming methods and employment of labor resources of the family; the 
practice of inefficient farming methods, or practices; lack of practicable diver- 
sification in the farming operation; lack of sufficient land; lack of outside 
employment opportunities to fully utilize the labor of the family in ways 
that enable it to earn an adequate return at least equal to the established na- 
tional minimum wage. To assist in the analysis of the needs and in developing 
the plans with families, the Secretary of Agriculture shall make available to 
the families and the farmer committee the services of the local and State offices 
of the agencies of the Department to provide the advice of technicians in such 
fields as soil conservation, and supervised agricultural credit for agricul- 
tural production and for farm enlargement and development. The advice 
and assistance of other Federal agencies shall be made available and the co- 
operation of State and local agencies, including the State agricultural exten- 
sion services and the State employment services, and of private individuals 
and organizations also shall be solicited. 


DEVELOPING ECONOMICALLY ADEQUATE FULL- AND PART-TIME FARMERS 


Sec. 5. In case of eligible applicants who wish to remain on the farm now 
occupied or to become established on another farm in the area, either on a full- 
time farming basis or in conjunction with off-farm employment of one or more 
members of the family, the Secretary of Agriculture is authorized and directed 
to provide the following services through the county farmer committees: 

(a) Employ such full-time employees as may be required to carry out the 
purposes of this Act. 

(b) Make a complete analysis of the farm and farm operations and supple- 
mental employment opportunities to determine the most promising ways by 
which family income and productivity in combination with whatever off-farm 
employment may be planned can be raised to an adequate level. After com- 
pletion of such a farm and home plan, the Secretary through the county farmer 
committee will render every assistance possible to the applicant and his fam- 
ily in putting the new program into effect, including technical assistance on 
improved farm and home practices, and assistance in obtaining credit needed 
from private, cooperative, or governmental sources to put these practices 
into effect. 

(c) To effectuate the purpose of this Act the Secretary of Agriculture is 
authorized, upon such conditions as he shall prescribe, to insure and make loans 
of up to twenty-five years at not more than 4 per centum interest for the pur- 
pose of financing the enlargement and development of owner-operated family- 
type farms by acquisition of additional land, establishment of improved pas- 
tures and sustained yield woodlots, construction of adequate farm buildings and 
structures (including drainage facilities, irrigation facilities, and other facilities 
for the use, conservation, and improvement of soil and water), and such other 
related farm improvements as will increase the income-producing ability of 
the farm unit to a more nearly fully adequate family farm. 

To make or to insure three- to ten-year loans at not more than 4 per centum 
interest advanced by production credit associations and by private lenders for 
non-real-estate capital investment purposes; to make loans up to fifty years at 
not more than 3 per centum interest to eligible applicants to acquire and manage 
on a sustained-yield basis additional forest or cut-over land; to make loans for 
periods up to ten years at not more than 4 per centum interest to enable an 
eligible applicant to acquire needed logging equipment; to make loans of not 
more than five years at not more than 4 per centum interest to eligible applicants 
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to purchase capital stock of and pay membership fees to existing or new supply, 
service or marketing cooperatives including timber marketing and processing 
cooperatives; and to make loans to refinance existing indebtedness incurred 
for any of the above purposes on terms and conditions applicable to loans for 
such purposes: Provided, That creditors will enter into voluntary agreements 
to make needed adjustments of outstanding indebtedness to realistic income 
possibilities of the collateral for the existing mortgage or mortgages: Provided 
further, That the Secretary of Agriculture shall establish a variable repayment 
schedule for all of the foregoing types of loans such that the repayment of in- 
terest and principal in any single year shall bear a reasonable relationship to 
the income of the participating family in that year. 


PART- AND FULL-TIME OFF-FARM EMPLOYMENT 


Sec. 6. Whenever the family determines to seek part-time or full-time farm 
or nonfarm employment off the farm, the problem shall be presented to the near- 
est farm labor placement center of the State employment service cooperating with 
the Department of Labor. Information concerning farm labor opportunities also 
shall be made available to the family by the State and county farmer committees. 


VOCATIONAL EDUCATION 


Sec.’7. The Secretary of Health, Education, and Welfare is authorized to pro- 
vide a program of adult vocational training in the designated counties both in 
farm and home management and in such other farm and nonfarm activities as 
the family plans of eligible applicants indicate as needed to maximize family 
income and productivity of family labor within the area. 


INDUSTRIAL DISPERSION 


Sec. 8. To provide for the national defense, to promote interstate commerce, 
and to improve the general welfare by assisting in the sound economic growth 
and development of the country, it is the policy of the Congress to encourage and 
stimulate the establishment of new or expanded private industrial, commercial, 
or service enterprises in widely dispersed rural areas as required to reduce 
vulnerability to modern war risks and in which, over an extended period of 
time, because of the number of underemployed rural persons with excessively low 
incomes, the number of existing industrial, commercial, or service enterprises, 
and the available markets and resources there are reasonable prospects for suc- 
cessful operation of additional private enterprises which would more fully utilize 
available man-power in rural areas. To effectuate this policy of industry dis- 
persal, the departments and establishments in the executive branch of the Govern- 
ment shall be utilized and coordinated to— 

(a) provide technical aid and assistance to, and consult and cooperate 
with, farmers, businessmen, workers, cooperatives, civic organizations, clubs, 
and committees, community study and planning groups, and local and State 
governmental agencies ; 

(b) prepare and distribute technical, defense, and economic information 
on opportunities in and necessities of private enterprise in various industries 
and areas in order to aid individuals, business firms, civic organizations, and 
local units of government in developing new or expanded industries best 
suited to local conditions; and the requirement of civil defense; 

(c) assist new or expanding industries in finding adequate private financ- 
ing through local capital or otherwise and where such financing is found to be 
unavailable, extend Government loans or guaranties under existing author- 
ity ; and 

(d) use all appropriate means and authority to encourage and stimulate 
the maximum expansion in private employment and private enterprises con- 
sistent with the needs for national defense, with a sound, growing national 
economy, and with the necessities of civilian defense. 


APPROPRIATIONS 


Sec. 9. There is hereby authorized to be appropriated such sums as may be 
necessary for carrying out the provisions of this Act. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 6, 1955. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

DEAR SENATOR ELLENDER: This is in reply to your request of February 24 for 
a report on S. 1199, a bill to strengthen the Nation by preserving the family-size 
farm, providing additional credit for farm enlargement and development, im- 
proving the income-earning capacity and standards of living of low-income 
people, and for other purposes. Under the provisions of this bill, special assist- 
ance will be rendered to low-income farm families in designated counties who 
apply for assistance and who are recommended by specified county farmer 
committees. 

The Department is in accord with the general purposes of this bill. We have, 
however, some reservations concerning the wisdom of the administrative and 
some of the substantive provisions of the bill. 

It is believed that efficient and effective administration of a program is best 
served by leaving to the executive department assigned the responsibility con- 
siderable freedom to determine which of its agencies and committees would be 
most effective and appropriate to use in carrying out this responsibility. Some 
provisions of S. 1199 appear to violate this principle of effective administration. 

With respect to the proposed credit program, authority for the major part of 
this program is contained in existing legislation. Credit activities which are 
desired, but not now permitted, could probably be best provided by amendment 
of existing authorizations. It would appear, moreover, that the availability of 
credit and of suitable repayment terms are of more fundamental significance than 
is the rate of interest. The credit aspects of a low-income farm program should, 
therefore, be primarily concerned with creating and maintaining an environment 
which assures credit availability on suitable terms, rather than with provisions 
to establish relatively low interest maxima. 

The criteria of eligibility for the non-real-estate loans referred to in section 5c 
should be clarified. If is not clear from the provisions of the bill whether owner- 
operator status is intended as a necessary condition of eligibility. Often tenants’ 
income-earning capacity may be increased most efficiently by the use of borrowed 
capital for non-real-estate purposes. 

The solution of low-income farm problems, as indicated in the bill, does lie in 
part outside the responsibilities of the Department of Agriculture. It would 
appear, however, that the provisions contained in the bill which relate to employ- 
ment services and education are too limited to meet the needs of low-income rural 
people. 

In cooperation with other executive agencies, the Department of Agriculture 
has for over a year been working to develop a comprehensive program for solu- 
tion of low-income farm problems. This report has been completed, and recom- 
mendations transmitted to the Congress. It would seem desirable that these 
recommendations be considered before broad legislation pertaining to low-income 
farm problems is enacted. 

For the foregoing reasons this Department would recommend that the bill 
not be passed. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 

Sincerely yours, 
TRUE D. Morsr, Acting Secretary. 





[S. 2961, 84th Cong., 24 sess.] 


\ BILL To amend the Bankhead-Jones Farm Tenant Act to further authorize the 
insurance of farm housing loans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title I of the Bankhead-Jones Farm 
Tenant Act, as amended, is amended by adding at the end thereof a new section 
as follows: 

“INSURANCE OF FARM HOUSING LOANS 


“Sec. 17. (a) In addition to any other authority vested in him by this title 
to insure farm loans, and not withstanding any other provisions of this title 
concerning eligibility of applicants or farms or appraisals of farms, the Secre- 
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tary is authorized to insure and make commitments to insure loans te owners 
of farms (the operators of which engage primarily in farming or historically 
resided on a farm), who are citizens of the United States and who cannot se- 
cure the necessary credit from private, cooperative or other responsible credit 
sources, for the purposes of construction, improvement, alteration, repair or 
replacement of farm dwellings and other farm buildings necessary for the sue- 
cessful operation of their farms, and to take as security for the obligations en- 
tered into in connection with such loans first, second or other mortgages on 
the farms with respect to which such loans are made and such other security as 
may be required by the Secretary. Any such mortgage shall create a lien run- 
ning to the United States for the benefit of the insurance fund, notwithstand- 
ing the facts that the note may be held by the lender or his assignee. 

“(b) Any loan insured under this section shall bear interest at a rate not 
exceeding 4 per centum per annum and shall be on such other terms and con- 
ditions as the Secretary may prescribe. Such terms may include an agreement 
by the Secretary to repurchase any such loan whether or not in default upon 
such terms and conditions as the Secretary shall prescribe. The Secretary shall 
require the borrower to pay an insurance charge at a rate equal to at least 1 per 
centum per annum of the principal outstanding on the loan on any due date of 
the charge. One-half of all insurance charges shall become a part of the fund 
and one-half shall be deposited in the Treasury of the United States and shall 
be available for administrative expenses in connection with the insurance of 
loans. 

“(e) The Secretary shall utilize the insurance fund created by section 11 of 
this title and the provisions of section 13 (b) and (c) of this title in connection 
with loans insured under this section. The notes and security acquired by the 
Secretary under insurance agreements shall become a part of the fund. The 
notes may be held in the fund and collected according to their terms or may be 
sold and, if necessary, reinsured. All proceeds from such collections, including 
the liquidation of security and the sale of notes, shall become a part of the fund. 

“(d) The Secretary may utilize the fund for the payment of taxes, insurance, 
prior liens, foreclosure expenses and any other costs or expenses necessary for 
the operation, preservation, or protection of the mortgaged property, either be- 
fore or after such property is acquired by the United States. 

“(e) Any loan insured under this section shall be fully guaranteed by the 
United States as to principal and interest and the insurance agreement shall be 
incontestable, except for fraud or misrepresentation of which the holder has ac- 
tual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year, and may be 
distributed among the several States and Territories in accordance with de- 
terminations made by the Secretary. 

“(g¢) Loans insured under this section shall be subject to all of the provisions 
of this title, except insofar as such provisions may be inconsistent with, or 
except as otherwise provided in, this section.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 18, 1956. 
Hon. ALLEN J, ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator ELtenDER: This is in reply to your request of January 19 for 
report on S. 2961, a bill to amend the Bankhead-Jones Farm Tenant Act to 
further authorize the insurance of farm housing loans. These loans, which 
would be made under a new section of the act, would be authorized to owners 
of farms (the operators of which engage primarily in farming or historically 
resided on a farm) for purposes of construction, improvement, alteration, repair, 
or replacement of farm dwellings and other farm buildings necessay for the 
successful operation of their farms. Security for such loans would be first, sec- 
ond, or other mortgages on farms. The other terms and conditions of loans 
under S. 2961 would be similar to those applicable to loans now made under 
title I of the Bankhead-Jones Farm Tenant Act, as amended. / 

This Department is in agreement with the objectives of S. 2961 but considers 
it administratively desirable to meet the farm housing credit needs of farmers 
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under the amendments to title I of the Bankhead-Jones Farm Tenant Act which 
are embodied in S. 3429. 

The amendments proposed in S. 3429 would provide direct and insured loan 
authority for farm housing loans on the same terms on which loans are authorized 
under title I of the Bankhead-Jones Farm Tenant Act. Loans would be author- 
ized to owners of family-sized farms and to owners of units that are less than 
family-sized for purposes of construction, improvement, alteration, repair, or 
replacement of farm dwellings and farm service buildings. This Department is 
of the opinion that S. 3429 would be simpler to administer than S. 2961 because 
the former bill would make farm housing loans an integral part of title I, whereas 
S. 2961 would authorize only insured farm housing loans under a separate section 
of the act. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


[S. 3084, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
title II so as to provide more effective assistance to production and subsistence loan 
borrowers 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That subsections (c) and (d) of section 21 of 

the Bankhead-Jones Farm Tenant Act, as amended, are further amended to read 
as follows: 
“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 
“(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 

November 1, 1946, which are being serviced and collected by the Farmers’ Home 

Administration, shall not be subject to the limitations of th\s section until Novem- 

ber 1, 1953.” 


[S. 3185, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act so as to adjust the loan limita- 
tions of title II so as to provide more effective assistance to production and subsistence 
loan borrowers 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That subsections (c) and (d) of section 21 

of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 

read as follows: 

“(ce) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed eleven years from the date the original loan was 
made. 

“(d) No person who has failed to liquidate his indebtedness under this section 
for eleven consecutive years shall be eligible for loans hereunder until he has 
paid such indebtedness in full, except that the indebtedness on loans made prior 
to November 1, 1946, which are being serviced and collected by the Farmers 
Home Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 





[S. 3374, 84th Cong., 2d sess.] 


A BILL To amend title II of the Bankhead-Jones Farm Tenant Act so as to increase 
a limitations on terms and amounts of production and subsistence loans under 
such e 


Be it enacted by the Senate and House of Reprsentatives of the United States 
of America in Congress assembled, That subsection (b) of section 21 of title II 
of the Bankhead-Jones Farm Tenant Act, as amended, is amended (1) by striking 
out “$7,000” and inserting in lieu thereof “$12,000", and (2) by striking out 
“$10,000” and inserting in lieu thereof “$25,000”. 

Sec. 2. Subsections (c) and (d) of such section are amended by striking out 
“seven” and inserting in lieu thereof “twelve”. 





Ad a hit 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 9, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculiure and Forestry, 
United States Senate. 


Dear SENATOR ELLENDER: This is in response to your requests of January 25, 
February 13, and March 8, 1956, for a report from this Department concerning 
S. 3034, S. 3185, and 8S. 3374. 

S. 3034 would amend subsections (c) and (d) of section 21 of the Bankhead- 
Jones Farm Tenant Act, as amended, to increase the period over which produc- 
tion and subsistence loans may be scheduled for repayment from 7 to 10 years 
and the period of time during which such loans may be made to an indebted 
borrower from 7 to 10 years. 

S. 3185 would amend section 21 of the Bankhead-Jones Farm Tenant Act, as 
amended, by providing 11-year limitations in subsections (c) and (d). 

S$. 3374 would amend subsection (b) of section 21 by increasing the amount for 
which an initial loan could be made from $7,000 to $12,000 and by increusing the 
total amount for which a borrower may be indebted on production and subsistence 
loans from $10,000 to $25,000. This bill also would amend section 21 of the 
Bankhead-Jones Farm Tenant Act, as amended, by providing 12-year limitations 
in subsections (c) and (d). 

We do not recommend enactment of the bills. 

With reference to S. 3034 and S. 3185, the Department does not believe general 
authority is needed to extend the initial repayment period for this type of loan 
assistance beyond 7 years. In our opinion, Farmers’ Home Administration loan 
experience does not indicate a need for general authority for extending repay- 
ment periods over more than 7 years in the first instance. 

With reference to S. 3374, the Department does not believe there is need for 
general authority to increase the total amount for which a borrower may be 
indebted for this type of loan assistance. In most areas of the country the needs 
of applicants can be adequately met within a $10,000 loan limit. Moreover, this 
bill provides for retaining both an initial loan limit and a total debt limit, and the 
Farmers’ Home Administration’s leading experience indicates that the two limits 
unnecessarily complicate loan-making operations, 

8. 3429, upon which the Department has recommended favorable action, would, 
if enacted, further amend subsections (b), (c), and (d) of section 21 of the 
Bankhead-Jones Farm Tenant Act as follows: 

“(b) No loan shall be made under this section for the purchase or leasing 
of land or for the carrying on of any land-purchase or land-leasing program. 
No loan may be made to any one borrower under this section which would 
cause the total principal amount outstanding to exceed $10,000: Provided, how- 
ever, That an amount not to exceed 10 percentum of the sum made available 
by annual appropriation for loans under this title may be used for making 
loans to borrowers which would cause such indebtedness to exceed $10,000 but 
in no event may any loan be made which would cause such indebtedness to 
exceed $20,000. 

“(c) The terms of loans under this section, including any renewal or ex- 
tension of any such loan except as provided in subsection (d) thereof, shall 
not exceed seven years from the date the original loan was made. 

“(d) No person who has failed to liquidate his indebtedness under this 
section for seven consecutive years shall be eligible for loans hereunder: Pro- 
vided, however, That in justifiable cases where the Secretary finds that the 
inability of a borrower to repay his indebtedness under this section within 
seven years is due to causes beyond the control of the borrower, the Secretary 
may extend or renew such loans to be repayable in not to exceed ten years 
from the date the original loan was made, and during such extended term may 
make additional loans to such persons, if necessary.” 

The authority to increase both the term and continuous indebtedness periods 
from 7 to 10 years in justifiable cases as proposed in S. 3429 is needed because 
prolonged drought, other adverse weather conditions and the present agri- 
cultural price-cost relationship have retarded the progress of borrowers in 
graduating to other sources of credit. This amendment, if enacted, would 
permit the Farmers’ Home Administration to extend or renew the present in- 
debtedness of borrowers when justified to enable orderly repayment and also 
would enable that agency to continue its loan assistance to persons whose loans 
had been extended or renewed. The authority to use not to exceed 10 per cent 
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of the sum made available by annual appropriation for loans to borrowers 
which would cause such total indebtedness to exceed $10,000 but in no event 
exceed $20,000 is needed to make it possible for the Farmers’ Home Adninis- 
tration to serve more adequately the credit needs of family-type farm operators 
in areas in the country requiring higher investments in working capital. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TrvuE D. Morse, Acting Secretary. 


[S. 3035, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Src. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renew- 
ing, or extending all or part of the existing debts of the applicant, whether un- 
secured or secured by real or personal property, and for farm operating and 
subsistence expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family- 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and con- 
ditions which they could reasonably be expected to meet and with respect to 
whom the county committee certifies and the Secretary finds there is a reason- 
able expectation that, with the assistance provided hereunder and the other 
resources available to him, the applicant will be able to repay the loan and con- 
tinue his farming operations. 

“(c) (1) With respect to such loans the representation certification and find- 
ing required by section 44 (a) (8) shall be that credit sufficient in amount 
and on reasonable terms which the applicant can meet is not available to him 
in or near the community in which he resides from commercial banks, co- 
operative lending agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in sec- 
tion 44 (c) whenever it appears that the borrower is able to obtain a loan from 
a production credit association, Federal land bank, or other responsible coop- 
erative or private credit source at rates and terms which he can reasonably 
be expected to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

“(2) is authorized to include in such insurance contracts agreements 
for servicing such loans and for purchasing such loans, whether or not in de- 
fault, on such terms and conditions as he may prescribe ; 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the 
total principal indebtedness of any applicant at any one time shall not ex- 
ceed the fair and reasonable value, based on earning capacity or normal 
market value, of the applicant’s farm and the fair and reasonable market 
value of his chattels which have security value, less the outstanding bal- 
ance of any liens not refinanced hereunder; and that (ii) such loans se- 
cured only by chattel liens shall be repayable within the normal useful life 
of the chattels or at the normal marketing time therefor, and loans secured 
by real estate mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
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the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of section 
13 (b) and (ec) of said Act in connection with loans insured under this title. 
The notes and security therefor acquired by the Secretary pursuant to insur- 
ance or repurchase agreements under this section shall become a part of the 
fund. Such notes may be held in the fund and collected according to their 
terms, or may be sold and, if necessary, reinsured. All proceeds from such 
collections, including the liquidation of security, and sales of notes shall be- 
come a part of the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and prior liens: 
Provided, however, That the charge shall be payable in advance at intervals of 
one year or less and shall be at a rate equal to at least 1 per centum per annum 
of the principal outstanding on the loan on the due date of the charge. One-half 
of all insurance charges shall become a part of the fund and one-half shall be 
deposited in the Treasury of the United States and shall be available for adminis- 
trative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed 
by the United States as to principal and interest and the insurance agreement 
shall be incontestable, except for fraud or misrepresentation of which the holder 
has actual knowledge. 

“(f) The aggregrate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is auhorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


({S. 3184, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act so as to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V-—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, or 
extending all or part of the existing debts of the applicant, whether unsecured or 
secured by real or personal property, and for farm operating and subsistence: ex- 
penses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to establish farmers and stockmen who operate farms not larger than family type 
farms in the area and who are unable to repay their existing indebtedness in ac- 
cordance with present repayment schedules, are unable to secure refinancing of 
such indebtedness through private or cooperative sources on terms and conditions 
which they could reasonably be expected to meet and with respect to whom the 
county committee certifies and the Secreary finds there is a reasonable expecta- 
tion that, with the assistance provided hereunder and the other resources avail- 
able to him, the applicant will be able to repay the loan and continue his farming 
operations. 

“(c) (1) With respect to such loans the representation certification and find- 
ing required by section 44 (a) (3) shall be that credit sufficient in amount and 
on reasonable terms which the applicant can meet is not available to him in or 
near the community in which he resides from commercial banks, cooperative lend- 
ing agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in-section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a pro- 
duction credit association, Federal land bank, or other responsible cooperative 
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or private credit source at rates and terms which he can reasonably be expected 
to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

“(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in default, 
on such terms and conditions as he may prescribe ; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed 
the fair and reasonable value, based on earning capacity or normal market 
value, of the applicant’s farm and the fair and reasonable market value 
of his chattels which have security value, less the outstanding balance of 
any liens not refinanced hereunder; and that (ii) such loans secured only 
by channel liens shall be repayable within the normal useful life of the chat- 
tels or at the normal market time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of sec- 
tion 13 (b) and (c) of said Act in connection with loans insured under this title. 
The notes and security therefor acquired by the Secretary pursuant to insurance 
or repurchase agreements under this section shall become a part of the fund. 
Such notes may be held in the fund and collected according to their terms, or 
may be sold, and, if necessary, reinsured. All proceeds from such collections, 
including the liquidation of security, and sales of notes shall become a part of 
the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens: Provided, however, That the charge shall be payable in advance at inter- 
vals of one year or less and shall be at a rate equal to at least 1 per centum 
per annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed 
by the United States as to principal and interest and the insurance agreement 
shall be incontestable, except for fraud or misrepresentation of which the holder 
has actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $45,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 18, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Dear Senator Eiienper: This is in reply to your request of January 5 for 
a report on S. 3035 and your request of February 13 for a report on 8. 3184. 
Both of these bills are designed to amend the Bankhead-Jones Farm Tenant 
Act and to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, and for other 
purposes. 

Both of these bills would amend the Bankhead-Jones Farm Tenant Act by add- 
ing a title V which would authorize loans for the purposes of refinancing, con- 
solidating, renewing, or extending all or a part of the existing debts of the ap- 








ns 
ut 


for 


ant 
to 
her 


dd- 



















FARMERS’ HOME ADMINISTRATION OPPRATING-HOUSING LOANS 29 





plicant whether unsecured or secured by real estate or personal property and for 
farm operating and subsistence expenses. These loans would be secured by 
chattel mortgages or by real-estate mortgages. The bills are identical in all re- 
spects except 8. 3035 specifies $50 million as the maximum amount of obligations 
to be insured in any fiscal year whereas S. 3184 specifies $45 million and sec- 
tion 60 (b) of S. 3035 provides that loans may be made or insured to “established 
farmers” whereas S. 3184 uses the language “to establish farms.” 

The Department recognizes the need for loans for refinancing debts of farmers 
who are unable to meet the repayment terms of their present debts but who have 
reasonable likelihood of placing their farming business on a sound basis if their 
debts are refinanced on more favorable terms. Loans for refinancing are needed 
particularly by veterans and others who started farming in recent years with high 
debt obligations. Many of these farmers are experiencing difficulties due to pro- 
duction losses resulting from adverse weather conditions and the fact that cur- 
rent price-cost relationships are less favorable than they were at the time 
their debts were incurred. 

The Department prefers, however, to meet the refinancing credit needs of farm- 
ers under the proposed section 17 of title I of the Bankhead-Jones Farm ‘Tenant 
Act which recently has been submitted to the Congress. Under this authority, 
refinancing loans, secured by real estate, could be made until June 30, 1959, under 
title I of the Bankhead-Jones Farm Tenant Act from either direct or insured 
funds. The maximum amount of loans insured during any year under this sec- 


tion would be limited to $50 million. 


The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, 


Truz D. Morse, Acting Secretary. 


[S. 3247, 84th Cong., 2d sess. ] 


A BILL To simplify, broaden, and consolidate the authority of the Secretary of Agriculture 
with respect to making loans to farmers and stockmen in cases of disaster and severe 


production losses, and to broaden his authority with respect to loans made under title II 
of the Bankhead-Jones Farm Tenant Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Farmers 
and Stockmen Emergency Loan Act”. As used in this Act, “Secretary” means the 
Secretary of Agriculture. 

Sec. 2, (a) The Secretary is authorized, in any area designated as an emerg- 
ency area pursuant to the provisions of subsection (b) of this section, to make 
loans to bona fide farmers and stockmen for any agricultural purposes, including 
but not limited to, the purchase of livestock, seed, feed, fertilizer, farm equipment, 
supplies, and otper farm needs, the refinancing of existing indebtedness, and for 
family subsistence. 

(b) The Secretary may designated any area as an emergency area if he finds— 

(1) that there exists in such area a general need for agricultural credit 
which cannot be met for temporary periods of time by private, cooperative, 
or other responsible sources (including loans the Secretary is authorized 
to make or insure under any other Act of Congress) at reasonable rates, 
and on terms and conditions which farmers and stockmen could be expected 
to meet under the circumstances ; and 

(2) that the need for such credit in such area is the result of natural dis- 
aster or severe production losses. 

Seo. 3. (a) Loans made or insured by the Secretary under the provisions of 
this Act shall— 

(1) be made to farmers and stockmen (A) who have a reasonable prospect 
for suecessful operation with the assistance of such loan, and (B) who can- 
not secure the credit they need from other sources on reasonable terms and 
conditions ; 


(2) be made at a rate of interest not to exceed 3 per centum per annum; 
and 

(8) be secured (A) in the case of any individual farmer or stockman, ‘by 
the personal obligation and available security of the farmer or stockman, 
and (B) in the case of corporations or other business organizations, by the 
personal obligation and available security of each person holding as much 
78487—56——_3 
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a 10 per centum of the stock or other interest in the corporation or organ- 
zation. 

(b) Such loans shall be subject to an agreement that if at any time it shall 
appear to the Secretary that the borrower may be able to obtain a loan from a 
production credit association, a Federal land bank, or other responsible coopera- 
tive or private source, at reasonable rates and terms for loans for similar pur- 
poses and periods of time prevailing in the area, the borrower will, upon request 
by the Secretary, apply for and accept such loan in sufficient amount to repay the 
Secretary or the insured lender, or both, and to pay for any stock necessary to 
be purchased in the cooperative lending agency in connection with such loan. 

(c) Such loans shall be subject to such other terms and conditions as the 
Secretary may prescribe. 

Sec. 4. (a) The Secretary is authorized, in any area designated by him pursu- 
ant to subsection (b) of section 2 of this Act as an emergency area, to furnish 
bona fide farmers and stockmen with feed for livestock or seeds for planting. 

(b) The Secretary shall furnish such feed and seeds for such period or periods 
of time and under such terms and conditions as he may determine to be required 
by the nature and effect of the emergency in any such designated area. 

(c) The Secretary may utilize the personnel, facilities, property, and funds 
of the Commodity Credit Corporation for carrying out the purposes of this section 
and shall reimburse such Corporation for the value of any commodities furnished 
which are not paid for by the farmers or stockmen, and for costs and administra- 
tive expenses necessary in performing such functions. 

Sec. 5. The Secretary is authorized to utilize the revolving fund created by 
section 84 of the Farm Credit Act of 1933, as amended (12 U. 8S. C. 1148a), (here- 
inafter referred to as the “fund”) for carrying out the purposes of this Act. 

Sec. 6. (a) All sums received by the Secretary from the liquidation of loans 
made under the provisions of this Act and the Act of April 6, 1949, as amended 
(63 Stat. 43), and the Act entitled “An Act to provide emergency credit”, ap- 
proved August 31, 1954 (68 Stat. 999), and from the liquidation of any other assets 
acquired with money from the fund shall be added to and become a part of the 
fund. 

(b) There are authorized to be appropriated to the fund such additional sums 
as the Congress shall from time to time determine to be necessary. 

Sec. 7. The Act of April 6, 1949, as amended (63 Stat. 43), and the Act entitled 
“An Act to provide emergency credit”, approved August 31, 1954( 68 Stat. 999), 
are hereby repealed. 

Sec. 8. The repeal of any provision of law made by section 7 of this Act shall 
not— 

(1) invalidate any action taken, or affect the validity of any obligation 
incurred, under ary such provision ; or 

(2) prejudice the application of any farmer or stockman, with respect 
to receiving assistance under the foregoing provisions of this Act, solely be- 
cause any such farmer or stockman is obligated for assistance received under 
any such repealed provision. 

Sec. 9. The Secretary is authorized to issue such rules and regulations as he 
deems necessary to carry out the purposes of the foregoing provisions of this Act. 

Sec. 10. Title II of the Bankhead-Jones Farm Tenant Act, as amended (7 
U. S. C. 1007-1009), is amended to read as follows: 


“TITLE II—REFINANCING AND GENERAL FARM LOANS 


“Src. 21. (a) The Secretary is authorized to make and insure loans to farmers 
and stockmen who are citizens of the United States for any agricultural purposes, 
except as provided in subsection (a) (4) of section 44 of this Act, including but 
not limited to, the purchase of livestock, seed, feed, fertilizer, farm equipment, 
supplies, and other farm needs, the cost of reorganizing the farming enterprise 
or changing farming practice to accomplish more diversified or more profitable 
farming operations, the refinancing of existing indebtedness, and for family 
subsistence. 

“(b) (1) No original loan shall be made or insured under the provisions of this 
title to a borrower for an amount in excess of $21,000. 

“(2) No additional loan shall be made or insured under the provisions of this 
title to a borrower if the total amount of such borrower’s indebtedness (including 
accrued interest, taxes, and other obligations properly chargeable to the account 
of the borrower), for loans made under the provisions of this title, is in excess 
of $30,000. 
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“(c) The term of any loan made or insured under the provisions of this title, 
including any renewal or extension thereof, shall not exceed fifteen years from 
the date the original loan was made. 

“(d) Any borrower (1) who has failed for a period of fifteen consecutive years 
to liquidate indebtedness incurred by him under the provisions of this title, or 
(2) who has failed for a period of fifteen consecutive years to liquidate indebted- 
ness incurred by him for any other production-type loan which is being serviced 
and collected by the Farmers Home Administration, shall be ineligible for loans 
hereunder until he has paid such indebtedness in full. 

“Sec. 22. The Secretary may assist in the voluntary adjustment of indebtedness 
between farm debtors and their creditors and may cooperate with State, Terri- 
torial, and local agencies and committees engaged in such debt adjustment, 
Services furnished by the Secretary under the provisions of this section may 
be without charge to the debtor or creditor. 

“Seo, 23. There are authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to enable the 
Secretary to carry out the purposes of this title.” 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, April 23, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Deak SENATOR ELLENDER: This is in reply to your request of February 22, 
1956, for a report on S. 3247, a bill to simplify, broaden, and consolidate the 
authority of the Secretary of Agriculture with respect to making loans to farm- 
ers and stockmen in cases of disaster and severe production losses, and to broaden 
his authority with respect to loans made under title II of the Bankhead-Jones 
Farm Tenant Act. 

The Department favors the objective of having its emergency lending author- 
ities consolidated into one law, which would be accomplished by sections 2, 3, 
and 5 threugh 9 of S. 3247. There are, however, some reservations concerning 
these sections which will be stated later in this letter. There is no objection 
to section 4 of the bill relating to assistance in supplying farmers and stockmen 
with feed for livestock and seed for planting, although it raises some substantial 
questions as to its effect on other laws. The Department does not recommend 
enactment of section 10 of S. 3247, which would revise title II of the Bankhead- 
Jones Farm Tenant Act, for reasons that will also be stated later in this letter. 

Sections 2 through 9 would (1) repeal existing laws authorizing the Secretary 
of Agriculture to make fur loans, special livestock loans, production and eco- 
nomic emergency loans, and special emergency loans, as well as existing authority 
under section 2 (d) of Public Law 38, as amended, to provide feed and seed to 
farmers and stockmen in areas designated by the President under Public Law 
875 (64 Stat. 1109, 42 U. S. C. 1855) and defined by the Secretary under Public 
Law 38, as amended (12 U. S. ©. 1148a-2), (2) substitute authority for the 
Secretary to make loans in designated emergency areas to farmers and stock- 
men for any agricultural purpose, including refinancing of existing debts, where 
the needed credit cannot be met for temporary periods of time by private, coop- 
erative, or other responsible sources (including loans the Secretary is authorized 
to make or insure under any other act of Congress), and the need for credit in 
such an area is the result of natural disaster or severe production losses, and 
(3) substitute authority to furnish farmers and stockmen in such areas desig- 
nated only by the Secretary with feed for livestock and seed for planting. 

S. 3247 does not enlarge existing emergency lending authorities except that 
the bill specifically authorizes the refinancing of debts, whereas the laws that 
would be repealed are either silent or specifically prohibit the refinancing of 
debts. The bill, on the other hand, restricts the Secretarys’ authority to desig- 
nate an emergency to those instances in which he finds “(1) that there exists in 
such area a general need for agricultural credit which cannot be met for tem- 
porary periods of time * * *, and (2) that the need for such credit in such area 
is the result of natural disaster or severe production losses.” Under these pro- 
visions, an area could not be designated when the general need for credit arises 
from economic conditions such as those contemplated in the enactment of Pub- 
lic Law 727, 88d Congress, as amended (68 Stat. 999, U. 8. C. 1148a-1, note), 















32 FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 


instead of natural disaster or severe production losses. Such authority now exists 
under Public Law 727 and we believe similar authority should be continued. 
This could be accomplished by inserting a comma after the words “natural dis- 
aster’ in line 19, page 2, and inserting in lieu of the phrase “or severe produc- 
tion losses,” the following: “severe production losses or adverse economic con- 
ditions,” and by adding, as section 3 (a) (4) on page 3, after line 11, the fol- 
lowing: 

“(4) Loans in any areas designated solely because of adverse economic con- 
ditions shall not exceed $15,000 in the case of any one loan and no loan shall 
be made thereafter to any one borrower which would cause the total indebted- 
ness of such a borrower to exceed $20,000, including principal, accrued interest, 
taxes, and other obligations properly chargeable to the account of the borrower 
for loans under this provision and under Public Law 727, 83d Congress, as 
amended.” 

We believe these additional provisions are necessary to meet credit needs 
arising from economic conditions contemplated by Public Law 727. The mone- 
tary limitations applicable to loans to any one borrower are the same as those 
now in effect under Public Law 727, but would not be applicable to loans made 
under other provisions of this bill. 

The areas in which feed and seed assistance might be made available, under 
designations pursuant to section 2 (b) of the bill, might not coincide with the 
areas proclaimed by the President under Public Law 875, 81st Congress, as 
major disaster areas, or under section 407 of the Agricultural Act of 1949, as 
amended by section 301 of Public Law 480, 883d Congress (7 U. S. C. 1427). If 
section 4 is enacted as proposed, it may be necessary to further amend the Agri- 
cultural Act of 1949 to authorize the Commodity Credit Corporation to make 
available, in such additional areas, farm commodities or products owned or 
controlled by it. 

Sections 2, 3, and 5 through 9 of S. 3247 make no provisions for additional 
advances to borrowers now indebted for loans obtained under the laws that 
would be repealed by the bill, unless the areas involved were later designated 
by the Secretary pursuant to the provisions of the bill. Authority for loans of 
that nature should be continued in order to protect the Government’s investment 
in existing loans, even though the Secretary may not be able to make the required 
findings to justify designation of the area as set forth in section 2 (b) of the bill. 
This could be accomplished by the addition of a subparagraph (3) on page 5, after 
section 8 (2), reading as follows: 

“(3) prevent the making of subsequent loans to borrowers still indebted 
on loans made under the Act of April 6, 1949, as amended (63 Stat. 43), or 
the Act entitled ‘An Act to provide emergency credit,’ as amended (Public 
Law 727, 83d Congress, as amended (68 Stat. 999) ) when necessary to pro- 
tect the Government’s investment in such loans and when there is reasonable 
assurance that the subsequent loan and the outstanding balances on the 
previous loans will be repaid, Such subsequent loans may be made to 
indebted borrowers even though the area in which they conduct their farming 
or livestock operations is not designated by the Secretary as an emergency 
area under this Act. Such loans made will otherwise be subject to all other 
provisions of this Act.” 

Section 10 of S. 3247 would amend title IT of the Bankhead-Jones Farm Tenant 
Act, as amended, to (1) increase from $7,500 to $21,000 the original amount of 
the loan that may be made, (2) provide authority for additional loans to bor- 
rowers until their total indebtedness reaches $30,000 instead of the present 
$10,000 limitation, (3) provide authority for additional loans to borrowers, within 
the monetary limitations stated, until they have been continuously indebted for 
a period of 15 years instead of the present 7-year limitation. The Department 
favors the provisions of 8S. 3429 in place of section 10 of this bill to provide the 
necessary and proper amendments to title II of the Bankhead-Jones Farm Tenant 
Act, as amended. The revisions proposed in 8S. 3429 in the statutory lending 
authorities of the Farmers’ Home Administration would broaden these author- 
ities, make possible additional refinancing of debts of farmers and stockmen, 
and otherwise permit the agency more nearly to meet the needs of farmers and 
stockmen. 

Section 3 (a) of the bill refers to loans “made or‘insured by the Secretary under 
the provisions of this act.” We assume that the words “or insured” were in- 

tended only to encompass the loans proposed to be insured under title II of the 
Bankhead-Jones Farm Tenant Act as it would be amended by section 10 of the 
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bill, and that the Secretary would not be authorized to insure loans under section 
2 (a). If section 10 is deleted from the bill, the words “or insured” should be 
deleted from line 20, page 2. 
The Bureau of the Budget advises that there is no objection to the submission 
uf this report. 
Sincerely yours, 
True D. Morss, Acting Secretary. 


[S. 3293, 84th Cong., 2d sess.] 


A BILL To extend the provisions of the Act of April 6, 1949, relating to special livestock 
loans, to producers of hogs 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (c) of the Act of April 6, 1949, 
as amended (12 U. 8. C. 1148a-—2 (c)), is amended by inserting after “sheep,” 
the following: “hogs,” 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, April 13, 1956, 
Hon, ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


DearR SpNATOR ELLENDER: This is in reply to your request of February 29 for 
a report on 8. 3293, a bill to amend the act of April 6, 1949, as amended, to au- 
thorize the making of special livestock loans to established producers and feeders 
of hogs. 

The Department does not recommend the enactment of the proposed legislation. 

Section 2 (c) of the act of April 6, 1949, as amended (12 U. S. ©. 1148a-2 (c)), 
authorizes special livestock loans to established producers and feeders of cattle, 
sheep, and goats. The proposed bill would extend the provisions of the act to 
authorize special livestock loans to established producers and feeders of hogs. 
Special livestock loans were made available in 1953 primarily to aid in preserving 
basic livestock herds, particularly in the drought-stricken areas. Cattle, sheep, 
and goats in these areas were facing wholesale liquidation at the time because 
of the deterioration of range conditions resulting from he prolonged drought and 
depressed livestock prices. The preservation of herds, of course, is not a ¢om- 
parable problem among hog producers. There is some evidence, however, of a 
need for additional credit facilities in the heavy hog-producing areas because of 
current depressed prices. The Department has recognized this problem and the 
recent recommendation submitted to the Congress concerning certain amend- 
ments to the Bankhead-Jones Farm Tenant Act, together with the recommenda- 
tion for extending the authority to make special emergency loans under Public 
Law 727, 83d Congress, as amended by Public Law 117, 84th Congress, will pro- 
vide adequate additional credit in these areas. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


[S. 3429, 84th Cong., 2d sess.] 


A BILL To improve and simplif ; the credit facilities available to farmers, to amend the 
Bankhead-Jones Farm Tenant Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended as follows: 

(a) The following sections of title I of the Bankhead-Jones Farm Tenant Act, 
as amended, are further amended as follows: 

Section 1 (a) is amemded by striking from the second sentence thereof the 
words “to assist borrowers under this title in making the” and inserting in lieu 
thereof the words “or insured for” and by striking the word “their” preceding 
the words “farming operations”. 

(b) Section 1 (b) is amended by inserting after the word “only” in the first 
sentence the words “farm owners”, by striking the words “(including owners of 
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inadequate or underimproved farm units)” and by inserting in lieu of the words 
“the major portion” the words “a substantial portion”. 

(ec) Section 1 (c) is amended to read as follows: 

“No loan shall be made, or mortgage insured, unless the farm is a family-type 
unit of such size as the Secretary determines to be sufficient to enable the family 
to carry on successful farming of a type which the Secretary deems can be 
carried on successfully in the locality in which the farm is situated: Provided, 
however, That (1) loans may be made to veterans or mortgages insured for 
veterans, as defined in section 1 (b) (2) hereof, who have pensionable disabilities, 
with respect to farm units of sufficient size to meet the farming capabilities of 
such veterans and afford them income which, together with their pensions, will 
enable them to meet living and operating expenses and the amounts to become 
due on their loans ; and— 

(2) loans may be made or mortgages insured to owner-operators who live 
on units which are less than family-type units, to repair or improve such farm 
units and to refinance indebtedness against such farm units if such farms 
are of sufficient size to produce income which, together with income from 
other sources, will enable them to meet living and operating expenses and 
the amounts to become due on their loans.” 

(d) Section 2 (b) is amended by striking from the first sentence thereof the 
word “the” preceding the word “rates” and inserting in lieu thereof the word 
“reasonable”, and by striking the words “(but not exceeding the rate of 5 per 
centum per annum)”. The second sentence of said subsection is amended by 
striking the period at the end thereof and inserting a comma and the following 
“except that, for loans under either part of the proviso in section 1 (c) of this 
title, the certification shall be based on the normal market value of the farm”. 

(e) Section 3 (a) is amended to read as follows: 

“Sec. 3. (a) Loans made under this title shall not be in excess of the amount 
certified by the county committee to be the value of the farm less any prior lien 
indebtedness, and shall be secured by a first or second mortgage or deed of trust 
on the farm.” 

(f) Section 12 (b) is amended by striking the figure ‘“$100,000,000”" and 
inserting in lieu thereof the figure “$125,000,000”. 

(g) Section 12 (¢) is amended by striking item (5) thereof and inserting in 
lieu thereof a new item (5) reading as follows: 

“(5) Loans insured under this section shall not be in excess of the amount 
certified by the county committee to be the fair and reasonable value of the 
farm.” 

(h) Section 12 (e) is amended by striking from the last sentence of item (2) 
the words “to carry out the provisions of this title, relating to mortgage insur- 
ance” and by inserting in lieu thereof the words “of the Farmers Home Admin- 
istration and may be transferred annually to that administrative expense 
account and become merged therewith”. 

(i) Section 16 (a) is amended by inserting in the first sentence thereof be- 
fore the word “mortgages” the words “or second” and by adding the following 
sentence at the end of said subsection “Loans insured under this section shall 
not be in excess of the amount certified by the county committee to be the value 
of the farm, less any prior lien indebtedness.” 

(j) The following new section 17 is added: 

“See. 17. Until June 30, 1959, the purposes for which loans may be made or 
insured under this title shall include the advance of funds for refinancing se- 
cured or unsecured indebtedness of eligible farmers who are presently unable 
to meet the terms and conditions of their outstanding indebtedness and are 
unable to refinance such debts with commercial banks, cooperative lending agen- 
cies, or other responsible credit sources at rates and terms which they could 
reasonably be expected to fulfill. The total amount of loans insured in any one 
fiscal year under this section shall not exceed $50,000,000.” 

Sec. 2. Title II of the Bankhead-Jones Farm Tenant Act, as amended, is 
further amended by striking the words “Production and Subsistence Loans” in 
the title and inserting in lieu thereof the words. “Operating Loans”, and by the 
amendment of section 21 to read as follows: 

“Sec. 21. (a) The Secretary may make loans to farmers and stockmen who 
are operators of family-type farms and who are citizens of the United States 
for the purchase of livestock, seed, feed, fertilizer, farm equipment, supplies, 
and other farm needs, the cost of reorganizing the farming enterprise or chang- 
ing farming practices to accomplish more diversified or more profitable farming 
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operations, the refinancing of existing indebtedness, and for family subsistence: 
Provided, however, That loans may be made to operators of less than family- 
type units if the farm unit is of sufficient size to produce income which, together 
with the income from other sources, including pensions in the case of disabled 
veterans, will enable them to meet living and operating expenses and the amounts 
due on their loans. 

“(b) No loan shall be made under this section for the purchase or leasing of 
land or for the carrying on of any land-purchase or land-leasing program. No 
loan may be made to any one borrower under this section which would cause 
the total principal amount outstanding to exceed $10,000: Provided, however, 
That an amount not to exceed 10 per centum of the sum made available by an- 
nual appropriation for loans under this title may be used for making loans to 
borrowers which would cause such indebtedness to exceed $10,000 but in no 
e ae any loan be made which would cause such indebtedness to exceed 
$20,000. 

“(c) The terms of loans under this section, including any renewal or exten- 
sion of any such loan except as provided in subsection (d) hereof, shall not ex- 
ceed seven years from the date the original loan was made. 

“(d) No person who has failed to liquidate his indebtedness under this sec- 
tion for seven consecutive years shall be eligible for loans hereunder: Provided, 
however, That in justifiable cases where the Secretary finds that the inability 
of a borrower to repay his indebtedness under this section within seven years 
is due to causes beyond the control of the borrower, the Secretary may extend 
or renew such loans to be repayable in not to exceed ten years from the date the 
original loan was made, and during such extended term may make additional 
loans to such persons, if necessary.” 

Sec. 3. Except insofar as they affect title III of the Bankhead-Jones Farm 
Tenant Act, as amended, the following sections of title IV of the Bankhead- 
Jones Farm Tenant Act, as amended, are further amended as follows: 

(a) Seetion 41 (g) is amended to read as follows: 

“(g) Compromise, adjust, or reduce claims and adjust and modify the terms 
of mortgages, leases, contracts, and agreements entered into or administered 
by the Farmers Home Administration under any of its programs, as circum- 
stances may require: Provided, however, That— 

(1) Compromise, adjustment or reduction of claims shall be based on 
a reasonable determination by the Secretary of the debtor’s ability to pay 
and the value of the security and with or without the payment of any con- 
sideration at the time of such adjustment or reduction ; 

“(2) Releases from personal liability may also be made with or without 
the payment of any consideration at the time of adjustment of claims 
against— 

“(A) borrowers who have transferred the security property to other 
approved applicants under agreements assuming the outstanding se- 
cured indebtedness ; and 

“(B) borrowers who have transferred their farms to other approved 
applicants under agreements assuming that portion of their outstanding 
indebtedness against the farm which is equal to the value of the farm 
at the time of the transfer, and borrowers whose farms have been 
acquired by the Secretary, in cases where the county committees certify 
and the Secretary determines that the borrowers have cooperated in 
good faith with the Secretary, have farmed in a workmanlike manner, 
used due diligence to maintain the security against loss, and otherwise 
fulfilled the covenants incident to their loans, to the best of their 
abilities ; 

“(3) no compromise, adjustment, or reduction of claims shall be made 
upon terms more favorable than recommended by the appropriate county 
committee established pursuant to section 42 of this Act ; and 

“(4) any claim which has been due and payable for five years or more, 
and where the debtor has no assets from which the claim could be col- 
lected and has no apparent future debt payment ability, or is deceased and 
has left no estate, or has been absent from his last known address for a 
period of at least five years, has no assets, and his whereabouts cannot be 
ascertained without undue expense, may be charged off or released by the 
Secretary upon a report and favorable recommendation of the employee 
of the Administration having charge of the claim: Provided, however, That 
claims involving a principal balance of $150 or less may be charged off or 
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released whenever it appears to the Seeretary that further collection efforts 
would be ineffectual or likely to prove uneconomical.” 

(b) The first sentence of section 42 (a) is amended by inserting after the word 
“county” in each of three places the words “or area”’. 

(c) Section 43 (d) is amended by striking the words “as family-size farms”. 

(d) Section 44 (a) (3) is amended by striking the word “the” as it appears 
before the word “rates” and inserting in lieu thereof the word “reasonable” and 
by striking the words “(but not exceeding the rate of 5 per centum per annum)”, 
and section 44 (c) is amended by inserting before the word “rates” the word 
“reasonable” and by striking the words “(but not exceeding the rate of 5 per 
centum per annum)”’, 

(e) Section 51 is amended to read as follows: 

“Sec. 51. The Secretary is authorized and empowered to make advances to 
preserve and protect the security for, or the lien or priority of the lien securing, 
any loan or other indebtedness owing to, insured by or acquired by the Secre- 
tary under any programs administered by the Farmers’ Home Administration; 
to bid for and purchase at any foreclosure or other sale or otherwise acquire 
property pledged, mortgaged, conveyed, attached, or levied upon to secure the 
payment of any such indebtedness; to accept title to any property so purchased 
or acquired ; to operate for a period not in excess of one year from the date of 
acquisition, or lease such property as may be deemed necessary to protect the 
investment therein; to sell or grant rights-of-way or easements over such prop- 
erty; and to sell or otherwise dispose of such property in a manner consistent 
with the provisions of section 43 of this Act. Any advances or expenditures 
under this section with respect to any insured loan or insured mortgage shall 
be paid out of the mortgage insurance fund.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 11, 1956. 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Deak SENATOR ELLENDER: This is in reply to your request of March 15 for a 
report on S. 3429, a bill to improve and simplify the credit facilities available to 
farmers, to amend the Bankhead-Jones Farm Tenant Act, and for other purposes. 

The Department favors enactment of 8. 3429. 

Enactment of this bill would be a significant improvement in the agricultural 
credit facilities of this Department and would be a valuable contribution to 
the solution of some of the pressing credit problems confronting farmers. Briefly, 
S. 3429 would accomplish the following: 

1. Until June 30, 1959, title I loans would be made for refinancing secured 
and unsecured debts of farmers who are unable to meet the repayment terms 
of their present debts but who have reasonable livelihood of placing their farm- 
ing business on a sound basis if their debts are refinanced on more favorable 
terms. lLeans for refinancing are needed particularly by veterans and others 
who started farming in recent years with high debt obligations, Many of these 
farmers are experiencing difficulties due to production losses resulting from 
adverse weather conditions and the fact that current cost-price relationships are 
less favorable than they were at the time their debts were incurred. This au- 
thority would be used only when satisfactory arrangements could not be made 
with the present creditors or other creditors to extend, reamortize, or refinance 
the applicant’s debts. The total amount of refinancing loans insured during any 
fiscal year could not exceed $50 million. 

2. The essential credit needs of operators of less than family-type farms who 
have income from other sources would be met under the proposed bill by remov- 
ing some of the limiting provisions of the existing law and by proposed additional 
authorizations. Farmers of this type would be assisted in meeting their operating 
and farm management credit needs, including their credit needs for housing and 
other farm buildings. This additional authority would be particularly significant 
in implementing the rural development program. 

8. Loans under title I are now limited to an amount not in excess of the average 
value of efficient family-type farm-management units in the county. The bill 
would remove this limitation and thereby permit loans on all family-type farms 
rather than only those farms which are average or below in value. However, 
if the bill is enacted, the Department proposes to continue making loans for the 
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acquisition of farms (as distinguished from farm development and refinancing 
loans) that have value which is not greater than the average value of efficient 
family-type farms in the area. 

4. The bill would authorize insured loans in amounts not in excess of the 
fair and reasonable value of the farm as certified by the county committee, in- 
stead of limiting such loans to 90 percent of that value. This would permit mak- 
ing insured loans on the same basis as that on which direct title I loans and 
loans under the Water Facilities Act have been made since 1987. Experience with 
direct loans under title I of the act, the Water Facilities Act of 1987, and title 
V of the Housing Act of 1949 has demonstrated that sound loans can be made in 
amounts up to the fair and reasonable value of the farm, based on a normal 
earning capacity or normal market value appraisal. 

5. The provision to increase the loan-insurance authority from $100 million 
to $125 million per year would enable the Department to meet the credit needs 
of more farmers and permit more extensive use of private funds to achieve the 
objectives of title I. 

6. The loan limit on a portion of the opertaing loans authorized in title IT 
would be increased. No more than 10 percent of the funds available could be 
used for operating loans to family-type farmers and ranchers whose credit needs 
for acquiring livestock, machinery, equipment, and paying annual operating ex- 
penses are in excess of $10,000. This increase in the loan limit would make it 
possible to serve additional family-type farmers and ranchers. Applications for 
loans for many such family-type farmers and ranchers must now be rejected 
because their farming operations cannot be soundly financed within the present 
$10,000 limit. In no event could any loan be made which would cause such 
indebtedness to exceed $20,000. 

7. Loans under title II may be made for not more than 7 years. Borrowers are 
ineligible for further loans unless they have repaid such loans within 7 years. 
The bill would permit the extension or renewal of title II loans for not more 
than 3 years beyond the initial 7 years and authorize the advance of additional 
funds during this period. This authority is needed in justifiable cases because 
prolonged drought and other adverse weather conditions in some areas and the 
present agricultural price-cost relationships have retarded the progress of bor- 
rowers in graduating to other sources of credit. 

8. If enacted, the bill would change the criteria for determining the availa- 
bility of credit to applicants and borrowers: This would enable the Department 
to remain noncompetitive with other sources of credit. The availability of credit 
would be determined on the basis of credit being available from other sources at 
“reasonable rates and terms” rather than at an interest rate “not exceeding the 
rate of 5 pereent per annum.” Prevailing interest rates for credit from local 
private and cooperative sources usually are in excess of 5 percent. The rigid 5- 
percent yardstick contained in the act is not an appropriate basis for determin- 
ing whether applicants or borrowers are able to obtain needed credit from other 
sources. 

9. Section 3 of the bill proposed several changes in the authority for servicing 
Farmers’ Home Administration loans and security. It is suggested that the pro- 
posed amendment to section 41 (g), dealing with debt settlement authority, be 
further changed by the insertion of the word “known” before the word “assets” 
in line 1, page 9, of the bill. With this change, debts of borrowers who have been 
absent from their last known address for 5 years and whose whereabouts can- 
not be ascertained without undue expense may be charged off without expensive 
investigation as to whether such borrowers have any recoverable assets. 

10. A number of other changes would be made in the act which would improve, 
simplify, and make more uniform the loan-making and servicing operations. 

If S. 3429 is enacted, it would provide a basis and authorization for increasing 
materially the volume of loans under the act. A substantial part of this increase 
would be achieved under the broadened authority to make direct and insured 
loans to farmers, who own and operate farms that are not larger than family-type 
farms, for dwellings and service buildings. 

The President, in a message to the Congress dated Apri! 26, 1955, outlined the 
reed for certain legislation to implement the rural development program. On 
May 24, 1955, the Department submitted to the Congress a legislative proposal 
to add a title V to the Bankhead-Jones Farm Tenant Act which wonld provide 
authority for loans to part-time and low-income farmers that could not be made 
under the existing authorities of titles I and II of the act. This proposal was 
incorporated in S. 2099 (84th Cong., Ist sess.). The essential provisions of that 
bill are included in 8S. 3429. Therefore, if S. 3429 is enacted, there would be no 
need for enactment of S. 2099. 
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The President’s special message on the Great Plains program indicated that 
this program is largely being implemented within existing legislation, although 
additional funds and some extension of legislative authorities may be needed. 
S. 3429 would further implement the credit phases of the Great Plains program 
by broadening the authority to refinance existing debts, by providing authority to 
make larger loans under title II, and by extending in justifiable cases the title 
II loans up to 10 years. 

At present, it does not appear that Congress will need to appropriate for direct 
title I loans any sums in excess of the level of the current fiscal year. The in- 
creased volume of loans that would result from the enactment of this bill could 
be handled as insured loans. Additional funds needed for title II loans, because 
of the proposed broadening of the scope of the program, including the rural devel- 
opment program and assistance to other low-income farmers, is estimated at a 
minimum of $15 million. The increased number of all types of loans under the 
act in the fiscal year 1957 would require an increase in appropriations for admin- 
istrative expenses of about $2,350,000, 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 


Sincerely yours, 
TrvuE D. Morse, Acting Secretary. 





[S. 3559, 84th Cong., 2d sess.] 
A BILL To amend the Act of August 31, 1954, as amended, so as to extend the availa- 
bility of emergency credit to farmers and stockmen 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Act of August 31, 
1954, as amended (68 Stat. 999; 69 Stat. 223), is further amended by striking 
out the figure “1957” and inserting in lieu thereof the figure “1959”; and by 
striking out the phrase “aggregating not to exceed $15,000,000,". Section 3 of 
said Act is amended by inserting in the first sentence thereof, after the words 
“this Act,” the following: “but not to exceed $50,000,000 after the enactment 
of the 1956 amendment of this Act,”. 





DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, April 18, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR ELLENDER: This will reply to your letter of March 30 requesting 
a report on S. 3559, a bill to amend the act of August 31, 1954, as amended, so 
as to extend the availability of emergency credit to farmers and stockmen. 

The Department recommends the enactment of 8S, 3559. 

Public Law 727, 83d Congress, as amended by Public Law 117, 84th Congress, 
authorizes the making of emergency loans from the revolving fund to eligible 
farmers and stockmen in those areas designated by the Secretary of Agriculture 
upon his determination that there is a need for agricultural credit, except 
for the refinancing of existing indebtedness, which cannot be met for a tem- 
porary period by commercial banks, cooperative lending agencies, the Farmers’ 
Home Administration under its regular lending programs, or with other types 
of loans made by the Farmers’ Home Administration pursuant to Public Law 
38, and amendments thereto (63 Stat. 43, as amended, 12 U. S. C. 1148 (a) 
et seq.). The lending authority pursuant to Public Law 727, as amended, will 
expire on June 30, 1957. Based on the anticipated volume of loans during the 
current year, the present $15 million limit will not provide adequate funds for 
such loans during the 1957 crop year. S. 3559 would extend to June 30, 1959, 
the period during which such loans may be made, and would raise the eeiling 
on the amount which may be loaned to $50 million. 

Emergency loans are made available under Public Law 38 only in (1) areas 
which have suffered serious production disasters, and (2) areas within major 
disaster areas designated by the President pursuant to Publie Law 875 (42 
U. 8. C. 1851 et seq., as amended), having a serious economic emergency. With- 
out the authority contained in Public Law 727, as amended, emergency loans 
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could not be made in areas experiencing serious emergencies because of economic 
conditions or other reasons, but which have not had production losses or have 
not been designated as major disaster areas pursuant to Public Law 875. Al- 
though the emergency credit needs of farmers and stockmen in many areas are 
being met through loans made pursuant to Public Law 38, there are many other 
areas in need of emergency credit from time to time because of economic con- 
ditions which cannot qualify, as described above, for loans under Public Law 
38. At present, emergency loans pursuant to Public Law 727 are available in 
designated areas in 18 States. We do not know what the situations will be in 
these and other areas in the future but we think there is a need for a standby 
authority to make emergency loans available through June 30, 1959. 

Public Law 727, as originally enacted for a period of only 1 year, contained 
a restriction of $15 million on the amount which could be loaned under this 
authority. It was contemplated at the time that this amount would be adequate 
for the 1-year period. However, wih the later extension of the lending au- 
thority to June 30, 1957, and with the further extension to June 30, 1959, which 
would be authorized by S. 3559, we think the monetary ceiling for the making 
of loans pursuant to this authority should be raised to $50 million. This amount 
would be made available from the revolving fund. 

The Bureau of the Budget advises that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary, 





[S. 3790, 84th Cong., 2d sess.] 


A BILL To strengthen the Nation by providing auxiliary credit resourees required to 
preserve the family-size farm, providing additional credit for farm enlargement and 
development, refinancing of existing indebtedness, expansion and simplification of farm 
ownership and operations credit programs by amendment of the Bankhead-Jones Farm 
Tenant Act, and extension and simplification of emergency and disaster farm credit by 
amendment of the Acts of April 6, 1949, as amended, and of August 31, 1954, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the second sentence of subsection (a) 
of section 1 of the Bankhead-Jones Farm Tenant Act, as amended, is amended 
to read as follows: “Loans may also be made or insured for improvements needed 
to adjust farming operations to changing conditions.” 

(b) The first sentence of subsection (b) (1) of section 1 of such Act is amended 
to read as follows: “Except with respect to veterans qualified under subsection 
(b) (2) of this section, only farm owners, farm tenants, farm laborers, share- 
croppers, and other individuals who obtain, or who recently obtained, a substan- 
tial portion of their income from farming operations, shall be eligible to receive 
the benefits of this title.” . 

(ec) Subsection (c) of section 1 of such Act is amended to read as follows: 

“(c) No loan shall be made, or mortgage insured, unless the farm is a family- 
type unit of such size as the county committee determines to be sufficient to enable 
the family to carry on successful farming of a type which the county committee 
deems can be carried on successfully in the locality in which the farm is situated, 
except that (1) loans may be made to veterans or mortgages insured for veterans, 
as defined in such section (b)(2) of this section, who have pensionable disa- 
bilities, with repsect to farm units of sufficient size to meet the farming capa- 
bilities of such veterans and afford them income which, together with their pen- 
sions, will enable them to meet living and operating expenses and the amounts 
to become due on their loans; and (2) loans may be made or mortgages insured 
to owner-operators who live on units which are less than family-type units, to 
repair or improve such farm units and to refinance indebetedness against such 
farm units if such farms are of sufficient size to produce income which, together 
with income from other sources, will enable them to meet living and operating 
expenses and the amounts to become due on their loans.” 

(d) Subsection (b) of section 2 of such Act is amended— 

(1) by striking out “5 per centum” and inserting in lieu thereof “4 per 
centum”. ’ 

(2) by striking out the period at the end of the second sentence thereof 
and inserting a comma and the following: “except that, with respect to loans 
under clauses (1) and (2) of section 1 (c) of this title, the certification shall 
be based upon the normal market value of the farm.” 





40 FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 


(e) Subsection (a) of section 3 of such Act is amended by striking out the 
second sentence of such subsection. 

(f) Subsection (b) (2) of section 8 of such Act is amended by striking out 
“5 per centum”, and inserting in lieu thereof “3 per centum”’. 

(gz) Section 5 of such Act is amended by striking out “$50,000,000”, and in- 
serting in lieu thereof “$150,000,000”; and by striking out “June 3, 1947”, and 
inserting in lieu thereof “June 30, 1957”. 

(h) Subsection (a) of section 11 of such Act is amended by striking out 
“$25,000,000”, and inserting in lieu thereof “$50,000,000”. 

(i) Subsection (b) of section 12 of such Act is amended by striking out “$100,- 
000,000", and inserting in lieu thereof “$120,000,000”. 

(j) Subsection (c) of section 12 of such Act is amended by— 

(1) striking out in paragraph (4) “4 per centum”, and inserting in lieu 
thereof “3 per centum” ; and 
(2) by striking out paragraph (5) and inserting in lieu thereof the fol- 

owing: 

“(5) loans insured under the provisions of this section shall not be in 
excess of the amount certified by the appropriate county committee to be the 
fair and reasonable value of the farm ;”. 

(k) Section 12 of such Act is amended by striking out subsections (d) and 
(e) thereof. 

Sec. 2. Title II of the Bankhead-Jones Farm Tenant Act is amended to read 

as follows: 


“TITLE II—OPERATING LOANS 


“Sec. 21. (a) The Secretary may make loans to farmers and stockmen who 
are operators of family-type farms and who are citizens of the United States 
for the purchase of livestock, seed, feed, fertilizer, farm equipment, supplies, and 
other farm needs, the cost of reorganizing the farming enterprise or changing 
farming practices to accomplish more diversified or more profitable farming 
operations, the refinancing of existing indebtedness, and for family subsistence. 
Such loans may also be made to operators of less than family-type farm units 
if the farm unit is of sufficient size to produce income which, together with the 
income from other sources, including pensions in the case of disabled veterans, 
will enable such operators to meet living and operating expenses and the amounts 
due on their loans. 

“(b) No loan shall be made under this section for the puychase or leasing of 
land or for the carrying on of any land-purchase or land-leasing program. No 
initial loan to any one borrower under this section shall exceed $25,000 and no 
further loan may be made under this section to a borrower so long as the total 
amount outstanding, including accrued interest, taxes, and other obligations 
properly chargeable to the account of the borrower, exceeds $40,000. 

“(c) The rate of interest on loans made under the provisions of this title 
shall not exceed 3 per centum per annum.” 

Sec. 3. (a) Subsection (g) (3) of section 41 of the Bankhead-Jones Farm 
Tenant Act is amended by striking out “$100” and “$10”, and inserting in lieu 
thereof “$200” and “$50”, respectively. 

(b) Subsection (b) of section 42 of such Act is amended by striking out “$5”, 
and inserting in lieu thereof “$15”. 

(c) Section 44 of such Act is amended by— 

(1) striking out in subsection (a) (3) “5 per centum”, and inserting in 
lieu thereof “4 per centum”’ ; 

(2) striking out in subsection (b) “5S per centum”, and inserting in lieu 
thereof “4 per centum” ; and 

(3) striking out in subsection (c) “5 per centum”, and inserting in lieu 
thereof “4 per centum”. 

Sec. 4. The Act of August 28, 1987, as amended (16 U. 8S. C. 590r-590x), is 
amended— 

(1) by striking out in section 8 “$250,000”, and inserting in lieu thereof 
$1,000,000” ; 

(2) by striking out subsection (a) (4) and subsection (c) of section 10 of 
such Act ; and 

(3) by adding at the end thereof a new section as follows: 

“Sec. 11. The rate of interest on any loan made or insured under the provisions 
of this Act shall not exceed 3 per centum per annum.” 

Sec. 5. Subsection (c) of section 2 of the Act of April 6, 1949, amended (12 
U. S. C. 1148a-2), is amended— 
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(1) by striking out in the first sentence “For a period of four years from 
July 14, 1953, loans for $2,500 or more”, and inserting in lieu thereof “Loans” ; 

(2) by striking out the second sentence and inserting in lieu thereof the 
following: “Loans to such producers and feeders may also be made under 
this subsection for the purpose of refinancing any existing indebtedness in- 
curred for purposes for which loans may be made under this subsection.” ; 

(3) by striking out in the third sentence “three years”, and inserting in 
lieu thereof “ten years” ; 

(4) by striking out the fourth and fifth sentences and inserting in lieu 
thereof the following: Loans made under the provisions of this subsection 
shall bear interest at a rate not to exceed 3 per centum per annum and shall 
be made on such other terms and conditions as the Secretary shall pre- 
scribe.” ; and 

(5) by adding at the end of subsection (c) a new sentence as follows: 
“The Secretary is authorized to make advances of Commodity Credit Corpora- 
tion owned wheat and feed grains to farmers and stockmen, who are unable 
to obtain loans from other sources on such terms and conditions as they 
could reasonably be expected to meet, for the purpose of furnishing the feed 
needed by such farmers and stockmen to preserve a breeding stock of cattle, 
hogs, work stock, and poultry. Such advances shall be repayable in kind or 
money within a period of three years and shall bear interest at a rate not to 
exceed 3 per centum per annum.” 

Sec. 6. The Act entitled “An Act to provide emergency credit”, approved August 
31, 1954, as amended (68 Stat. 999), is amended— 

(1) by striking out the first section and inserting in lieu thereof the fol- 
lowing: “The Secretary is authorized to make emergency loans for any agri- 
cultural purposes and for refinancing exising indebtedness to farmers and 
stockmen when there is a need for such credit which cannot be met from com- 
mercial banks, cooperative lending agencies, the Farmer’s Home Administra- 
tion under its regular programs or under the Act of April 6, 1949, or other 
responsible sources.” ; 

(2) by writing out clauses (2) and (3) of section 2; 

(3) by striking out in clause (4) of section 2 the words “for such area 
or areas” and 

(4) by renumbering claulses (4) and (5) of section 2 as clauses (2) and 
(3), respectively. 

Sec. 7. The Bankhead-Jones Farm Tenant Act, as amended, is amended by 
adding at the end thereof the folowing new titles: 


“TITLE V—RURAL ADJUSTMENT CREDIT 


“Sec. 60 The Secretary of Agriculture is authorized to make loans to encour- 
age, assist, and provide a sounder system of credit in rural areas to ameliorate the 
effects of the agricultural recession and adverse agricultural situations caused 
by conditions beyond control of the farmers and stockmen. 


“PURPOSES OF LOANS 


“Sec. 61. Loans made under the provisions of this title shall be made for the 
purposes of— 

“(1) refinancing, consolidating, renewing, or extending all or part of the 
existing debts of eligible farmers, stockmen, farm partnerships, grazing as- 
sociations, and irrigation companies and to the owners of farm related small 
businesses in rural areas; 

“(2) assisting eligible farmers and stockmen, with special emphasis on 
family-sized farms and smaller than family-sized farms, to acquire additional 
land if the acquisition of such additional land— 

“(A) will improve the economic status of the farmer or stockman; 

“(B) will aid in a planned program for preventing erosion ; 

“(C) is for the purpose of retiring land from its present use to a more 
suitable use ; 

“(D) will facilitate the improvement of farmland through soil or 
water conserving or drainage facilities, structures, or practices; 

“(E). will facilitate the improvement of farmsoil fertility, establish- 
ment of improved permanent pasture, sustained yield afforestation or re- 
forestation, or other erosion preventatives, and other similar or related 
measures ; or 
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“(F) will fulfill any other agricultural purpose consistent with the 
overall purpose of this title ; 
“(3) financing or refinancing general farm operating and subsistence ex- 
penses ; and 
“(4) assisting eligible farmers and stockmen to purchase stock in irriga- 
tion companies or grazing associations. 


“LIMITATIONS ON LOANS 


“Sec. 62. Loans made directly by the Secretary under the provisions of this 
title, and loans made by private credit sources and insured under provisions of 
this title, which are secured only by chattel liens shall be repayable within the 
normal useful life of the chattels or within 15 years, whichever period of time is 
the shorter. In the case of an individual farmer or stockman no loan so secured 
shall be for an amount in excess of $50,000 and in the case of a grazing association 
or irrigation company no loan so secured shall be made for an amount in excess 
of $1,000,000, Loans made or insured under the provisions of this title and se- 
cured by real estate shall be repayable in not more than forty years and shall not 
be far an amount in excess of $50,000 in the case of an individual farmer or stock- 
man, or more than $1,000,000 in the case of a grazing association or irrigation 
company. Direct or insured loans made to any farm partnership of two or 
more farmers or stockmen shall not exceed the total amount all such farmers 
and stockmen would be entitled to receive as individual farmers or stockmen 
under the provisions of this title. In the case of any farm related small business, 
no loan secured by a chattel lien only shall be made for an amount in excess of 
$250,000, and no loan secured by real estate shall be made for an amount in excess 
of $1,000,000. The rate of interest on direct or insured loans provided for under 
the provisions of this title shall not exceed 3 per centum per annum. 


“PERSONS ELIGIBLE 


“Sec. 63. (a) Loans made directly by the Secretary under the provisions of 
this title, and loans made by private credit sources and insured under the pro- 
visions of this title, shall be made only to established and capable beginning 
farmers, part-time farmers, stockmen, whether tenants or owners, farm partner- 
ships, grazing associations, irrigation companies, and to owners of farm-related 
small businesses in rural areas— 

“(1) who are unable to repay their existing indebtedness in accordance 
with present repayment schedules: 

“(2) who are unable to secure financing through private or cooperative 
sources on terms and conditions which they could reasonably be expected 
to meet and the rejection of such credit was not due to the lack of repay- 
ment ability under normal conditions, or character or lack of managerial 
capacity of the applicant ; 

“(3) who are certified by the appropriate county committee in accordance 
with subsection (a) (3) of section 44 of this Act; 

(4) with respect to whom the appropriate county committee certifies 
and the Secretary finds there is a reasonable expectation that, with the 
assistance provided hereunder and the other resources available to such 
applicants, they will be able to repay the loans and continue their farming or 
ranching operations or their business operations ; and 

“(5) who have total principal indebtedness not in excess of the normal 
market value of their farms or ranches or businesses and the market value of 
their chattels, which have security value, less the outstanding balance of 
any liens not refinanced hereunder. 


“PROVISIONS WITH RESPECT TO INSURED LOANS 


“Sec. 64, To effectuate the program provided for in this title the Secretary is 
authorized to make commitments to insure loans made by private credit sources 
to eligible farmers, stockmen, farm partnerships, grazing associations, irrigation 
companies, and farm-related small businesses in rural areas. To qualify for such 
insurance, loans shall be made upon such terms and conditions not inconsistent 
with the provisions of this title, as may be prescribed by the Secretary. 

“Sec. 65. Any loan insured under the provisions of this title shall be an 
obligation guaranteed by the United States as to principal and interest and in- 
contestable, except for fraud or misrepresentation of which the holder has actual 
knowledge. 
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“Sec. 66. The aggregate amount of principal obligations on loans insured under 
the provisions of this title shall not exceed $300,000,000 in any one fiscal year. 

“Sec. 67. (a) The Secretary shall require that all loans insured under the 
provisions of this title shall be administered and serviced by him. 

“(b) Any loan insured under the provisions of this title shall be made subject 
to the right of the Secretary to purchase such loan, whether or not in default, on 
such terms and conditions as he may prescribe. 

“(c) The Secretary is authorized to purchase loans, which could have been 
made under the provisions of this title, from banks, or other credit institutions 
in areas where the Secretary determines that additional funds and terms of 
loans are necessary to improve rural credit sources, such loans to be referred to 
the Farmers Home Administration by the credit institutions within the designated 
area. The amount advanced against such loan shall not exceed the value of the 
security as determined by the representative of the Secretary and shall not exceed 
the maximum amounts set out in this title. Loans obtained directly from the 
bank or credit institution can upon request by the borrower be renewed, extended 
or amended in line with the terms established in this title. 


“GENERAL PROVISIONS 


“Sec. 68. The Secretary shall require loans to be repaid as provided in sub- 
section (c) of section 44 of this Act if he determines that the borrower is able 
to obtain a loan from a production credit association Federal land bank, or other 
responsible cooperative or private credit source at rates and terms which the 
borrower can reasonably be expected to meet. 

“Sec. 69. For the purpose of carrying out the provisions of this title, the 
Secretary shall utilize the insurance fund established by section 11 of this Act. 
Notes and security acquired by the Secretary for loans insured under this title 
shall become a part of such fund. The notes may be held in the fund and 
collected according to their terms, or may be sold and, if necessary, reinsured. 
All proceeds from such collections, including the liquidation of security, and sales 
of notes shall become a part of such fund. 

“Sec. 70. The provisions of section 51 of this Act shall be applicable to this title, 
and the Secretary may utilize the insurance fund for the payment of taxes, in- 
surance, prior liens, foreclosure expenses, and any other expenses incident to 
action taken by the Secretary under such section. The provisions of subsections 
(b) and (c) of section 13 of title I of this Act shall be applicable to this title 
also. 


“RULES AND REGULATIONS 


“Sec. 71. The Secretary is authorized to make such rules and regulations and 
such delegations of authority as he may deem necessary to carry out the pro- 
visions of this title. 

“APPROPRIATIONS 


“Sec. 72. There are authorized to be appropriated to the Secretary such sums as 
the Congress may from time to time determine to be necessary to carry out the 
provisions of this title. 


“TITLE VI—FAMILY FARM DEVELOPMENT ACT 
“This title shall be known as the ‘Family Farm Development Act of 1956’. 


“FINDINGS AND POLICY 


“Sec. 81. The low incomes, poor living standards, and insufficient economic 
opportunity for efficient employment of their full capacity of a large part of 
the rural population denies the Nation the benefit of greater productivity in 
agriculture and in local rural manufacturing and service industries, slows down 
national economic growth and reduces standards of living. The Congress rec- 
ognizes that rural poverty and low rural productivity can and must be remedied 
in order to bring the Nation up to maximum strength and that through this 
example of strengthening democracy at home by providing additional opportuni- 
ties to low-income rural groups, democracy in other parts of the world also 
will be strengthened. It is the policy of the Congress to provide practical 
assistance to low-income rural families who desire to increase their productivity, 
income, and standard of living. 
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“DETERMINATION OF LOW-INCOME COUNTIES 


“Seo. 82. The President is authorized to determine from time to time, from 
the latest official statistics available to him, the counties or areas of the United 
States, not exceeding five hundred in number at any one time, having the 
largest low-income farm population and to inaugurate and maintain in such 
counties a program to effectuate the purposes and policy of this title. 


“ELIGIBILITY 


“Seo. 83. (a) The President through existing agencies of the Federal Gov- 
ernment may render special assistance to low-income families or single per- 
sons living in rural areas who apply for such assistance if (1) the applicant is 
recommended by the appropriate county committee (established under section 
8 (b) of the Soil Conservation and Domestic Allotment Act); and (2) such 
county committee finds that the applicant, with the assistance provided for 
herein, will develop a farm and home management or family employment plan 
for increasing his productivity and income that has a reasonable chance to 
succeed. 

“(b) In exploring the most feasible and practicable methods for increasing 
his productivity and income the applicant, with the assistance of the appropriate 
county committee, will determine whether the cause of low income is due to 
physical handicaps of the family; the lack of available credit to make needed 
shifts in farming methods and employment of labor resources of the family; 
the practice of inefficient farming methods or practices; lack of practicable 
diversification in the farming operation; lack of sufficient land; lack of outside 
employment opportunities to fully utilize the labor of the family in ways that 
enable it to earn an adequate return at least equal to the established national 
minimum wage. To assist in the analysis of the needs and in developing the plans 
with families, the Secretary of Agriculture shall make available to the families 
and the county committees the services of the local and State offices of the 
agencies of the Department of Agriculture to provide the advice of technicians 
in such fields as soil conservation, and supervised agricultural credit for agri- 
cultural production and for farm enlargement and development. The advice and 
assistance of other Federal agencies shall be made available and the coopera- 
tion of State and local agencies, including the State agricultural extension serv- 
ices and the State employment services, and of private individuals and 
organizations also shall be solicited. 


“DEVELOPING ECONOMICALLY ADEQUATE FULL-TIME AND PART-TIME FARMERS 


“Sec. 84. In case of eligible applicants who wish to remain on the farm now 
occupied or to become established on another farm in the area, either on a full- 
time farming basis or in conjunction with off-farm employment of one or more 
members of the family, the Secretary of Agriculture is authorized and directed 
to provide the following services through the county committees : 

“(a) Employ such full-time employees as may be required to carry on the 
purposes of this title. 

“(b) Make a complete analysis of the farm and farm operations and supple- 
mental employment opportunities to determine the most promising ways by which 
family income and productivity in combination with whatever off-farm employ- 
ment may be planned can be raised to an adequate level. After completion of 
such a farm and home plan, the Secretary through the county committee shall 
render every assistance possible to the applicant and his family in putting the 
new program into effect, including technical assistance on improved farm and 
home practices, and assistance in obtaining credit needed from private, coopera- 
tive, or governmental sources to put these practices into effect. 

“(e) To effectuate the purpose of this title the Secretary of Agriculture is 
authorized, upon such conditions as he shall prescribe, to insure and make loans 
for periods not to exceed twenty-five years, and at a rate of interest not to 
exceed 3 per centum per annum for the purpose of financing the enlargement and 
development of owner-operated family-type farms by (1) the acquisition of 
additional land, (2) the establishment of improved pastures and sustained yield 
woodlots, (3) the construction of adequate farm buildings and structures (includ- 
ing drainage facilities, irrigation facilities, and other facilities for the use, con- 
servation, and improvement of soil and water), and (4) such other related farm 
improvements as will increase the income-producing ability of the farm unit to 
a more nearly fully adequate family farm. 
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“(d) (1) To make or to insure three- to fifteen-year loans at a rate of interest 
not to exceed 3 per centum per annum advanced by production credit associations 
and by private lenders for non-real-estate capital investment purposes; (2) to 
make loans up to fifty years at a rate of interest not to exceed 3 per centum per 
annum to eligible applicants to acquire and manage on a sustained-yield basis 
additional forest or cut-over land; (3) to make loans for periods up to ten years 
at a rate of interest not to exceed 4 per centum per annum to enable an eligible 
applicant to acquire needed logging equipment; (4) to make loans of not more 
than five years at a rate of interest not to exceed 4 per centum per annum to 
eligible applicants to purchase capital stock of and pay membership fees to exist- 
ing or new supply, service or marketing cooperatives including timber marketing 
and processing cooperatives ; and (4) to make loans to refinance existing indebted- 
ness incurred for any of the above purposes on terms and conditions applicable 
to loans for such purposes: Provided, That creditors will enter into voluntary 
agreements to make needed adjustments of outstanding indebtedness to realistic 
income possibilities of the collateral for the existing mortgage or mortgages: 
Provided further, That the Secretary of Agriculture shall establish a variable 
repayment schedule for all of the foregoing types of loans such that the repay- 
ment of interest and principal in any single year shall bear a reasonable relation- 
ship to the income of the participating family in that year. 


“PART- AND FULL-TIME OFF-FARM EMPLOYMENT 


“Src. 85. Whenever the family determines to seek part-time or full-time farm 
or non-farm employment off the farm, the problem shall be presented to the 
nearest farm labor placement center of the State employment service cooperat- 
ing with the Department of Labor. Information concerning farm labor oppor- 
tunities also shall be made available to the family by the State and county 
committees. 

“VOCATIONAL EDUCATION 


“Sec. 86. The Secretary of Health, Education, and Welfare is authorized to 
provide a program of adult vocational training in the designated counties both 
in farm and home management and in such other farm and nonfarm activities 
as the family plans of eligible applicants indicated as needed to maximize family 
income and productivity of family labor within the area. 


“INDUSTRIAL DISPERSION 


“Sec. 87. To provide for the national defense, to promote interstate commerce, 
and to improve the general welfare by assisting in the sound economic growth 
and development of the country, it is the policy of the Congress to encourage 
and stimulate the establishment of new or expanded private industrial, com- 
mercial, or service enterprises in widely dispersed rural areas as required to re- 
duce vulnerability to modern war risks and in which, over an extended period 
of time, because of the number of underemployed rural persons with excessively 
low incomes, the number of existing industrial, commercial, or service enter- 
prises, and the available markets and resources there are reasonable prospects 
for successful operation of additional private enterprises which would more fully 
utilize available manpower in rural areas. To effectuate this policy of industry 
dispersal, the departments and establishments in the executive branch of the 
Government shall be utilized and coordinated to— 

(a) provide technical aid and assistance to, and consult and cooperate 
with, farmers, businessmen, workers, cooperatives, civic organizations, clubs, 
and committees, community study and planning groups, and local and State 
governmental agencies: 

“(b) prepare and distribute technical, defense, and economic information 
on opportunities in and necessities of private enterprise in various indus- 
tries and areas in order to aid individuals, business firms, civic organiza- 
tions, and local units of Government in development new or expanded indus- 
tries best suited in local conditions ; and the requirement of civil defense ; 

“(¢c) assist new or expanding industries in finding adequate private financ- 
ing through local capital or otherwise and where such financing is found 
to be unavailable, extend Government loans or guaranties under existing 
authority ; and 

“(d) use all appropriate means and authority to encourage and stimulate 
the maximum expansion in private employment and private enterprises 
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consistent with the needs. for national defense, with a sound, growing na- 
tional economy, and with the necessities of civilian defense. 


“APPROPRIATION 


“Seo. 88. There are hereby authorized to be appropriated such sums as may 
be necessary for carrying out the provisions of this title.” 

Sec. 8. (a) No provision contained in this Act or in any of the following acts 
shall be construed as authorizing the Secretary of Agriculture to make charges 
against either the borrower or lender for the insuring or servicing of loans in- 
sured by the Secretary under the provisions of such Acts: (1) The Bankhead- 
Jones Farm Tenant Act, as amended (7 U. 8. C. 1001) ; (2) the Act of August 28, 
1937, as amended (16 U. 8. C. 590r); (8) the Act of April 6, 1949, as amended 
(12 U. 8. C. 1148a-1) and the Act entitled “An Act to provide emergency credit’, 
approved August 31, 1954, as amended (68 Stat. 999). Any expenses incurred for 
the insuring and servicing of such loans shall be borne by the Secretary. 

(b) The provisions of this section shall not apply to any such charges accrued 
prior to the date of enactment of this section. 


DEBT ADJUSTMENT 


Sec. 9. The Secretary shall arrange to assist borrowers under any of the pro- 
visions of this Act in the voluntary adjustment of their existing indebtedness 
with creditors directly in competition with State, territorial and local agencies 
and committees engaged in such debt adjustment. 


VARIABLE REPAYMENT 


Sec. 10. The Secretary is authorized and directed to establish, with respect 
to all loans authorized by this Act, variable repayment plans with payments 
adjusted, without regard to previous excess payments to the net earnings and 
ability of the borrower to pay from year to year. 


[S. 3850, 84th Cong., 2d sess.] 


A BILL To provide financial assistance for the rehabilitation of orchards destroyed or 
damaged by natural disaster 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the Secretary of Agriculture (here- 
inafter referred to as the “Secretary”) is authorized to make emergency loans 
to eligible orchard operators and owners in the area declared by the Secretary 
in December 1955 to be a production disaster area because of unseasonable 
freeze, and in any area hereafter declared to be a production disaster area 
by the Secretary because of freeze, drought, hurricane, disease, or other natural 
causes. 

(b) Any orchard operator or owner in any such area shall be eligible for 
assistance under the provisions of this Act if the Secretary finds— 


(1) he has suffered, as the result of any such disaster, substantial financial 
losses ; 

(2) he is in need of financial assistance which he cannot obtain from 
private credit sources on such terms and conditions as he could reasonably be 
expected to meet; and 

(3) that he has a reasonably good chance of repaying it. 


Sec. 2 (a) Any loan made under the provisions of this Act shall be made— 


(1) for an amount not to exceed $25,000 ; 

(2) for a period not to exceed 15 years; 

(3) at a rate of interest not to exceed 2% per centum per annum; and 

(4) under such other terms and conditions as the Secretary shall 
prescribe. 


(b) The Secretary may delay the initial annual repayment of any such loan 
for a period of not more than six crop years from the date of the loan in any case 
in which he determines that the borrower’s income will be insufficient to make 
the initial payment at an earlier date, but this provision shall not have the 
effect of extending the maximum term of any loan. 
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(c) The Seeretary is authorized and directed to establish, with respect to 
all loans authorized under the provisions of this Act, variable repayment plans 
with payments adjusted, without regard to previous excess payments, to the net 
earnings and ability of the borrower to pay from year to year. 

Sec. 3 The Secretary is authorized to assume not to exceed 50 per centum of 
the cost incurred by any person eligible for a loan under this Act in clearing 
orchard land of any trees rendered commercially unproductive or destroyed as 
the result of any disaster referred to in the first section of this Act, and in the 
initial replanting or redevelopment of such land. 

Sec. 4. (a) The Secretary is authorized and directed to utilize the facilities 
of the Farmers’ Home Administration for the purpose of administering the pro- 
visions of this Act. 


(b) The Secretary is authorized to make such rules and regulations and such 


delegations of authority as he may deem necessary to carry out the provisions 
of this Act. 


Sec. 5. There are authorized to be appropriated to the Secretary such sums as 
may be necessary to carry out the purposes of this Act. 

Senator Horianp. The situation with reference to reports from the 
United States Department of Agriculture is different on the various 
bills. The two bills, S. 3790 and S. 3850 have not as yet been reported 
on by the Department. Reports have been received from the com- 
mittee on all of the other bills and I have asked that there be placed 
in the record all these bills and the reports of the Department of Agri- 
culture on each of them which has been reported upon. 

I understand that Senator Stennis is here to be heard on one or more 
of these measures and we will take his testimony first. 

Senator Stennis. 


STATEMENT OF HON. JOHN C. STENNIS, A UNITED STATES SENATOR 
FROM THE STATE OF MISSISSIPPI 


Senator Stennis. Mr. Chairman, the bills that I am interested in 
have to do with farm credit, especially for farm dwellings. 

There are two bills involved, S. 2961 which I introduced in the first 
part of the session, and the second one is 8. 3429 which Senator Aiken 
and I introduced a little later in the session. They both have the same 
object, pertain to the same type of loans, and they pertain to loans for 
farmers for the construction of homes and other farm facilities. 

Let me say, Mr. Chairman, that I appreciate the opportunity to ap- 
pear before this committee in support of my bill, S. 2961, and S. 3429, 
which I cosponsored with Senator Aiken. There is a pressing need 
for loans to farmers for construction of homes and other farm 
facilities, and I am indeed glad that your committee recognizes the 
need for this type of legislation and has called these bills up for con- 
sideration. 

S. 2961 would authorize owners of farms the operators of which en- 
gage primarily in farming or historically resided on a farm to make 
loans for the purpose of construction, improvement, alteration, repair 
or replacement of farm dwellings and other farm buildings necessary 
for successful operation of their farms. Security for such loans could 
be first, second, or other mortgages on farms, and the other terms and 
conditions on loans would be similar to those now applicable under title 
I of the Bankhead-Jones Act, as amended. a | 

S. 3429 carries out the primary objective of my bill, and, in addition, 
provides for direct loans up to 100 percent of earning capacity for 
family-size farms. Loans would be authorized to owners of family- 











48 FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 


size farms and to owners of units that are less than family size, for the 
purpose of construction, improvement, alteration, repair or replace- 
ment of farm dwellings and farm service buildings. S. 3429 meets 
most of the pressing farm needs and with the exception of “definition 
of eligibility” meets the primary objectives of my bill. S. 3429 covers 
only family-sized farms and less than family-size farms whose opera- 
tors receive a substantial part of their income from the farm. My 
original bill covered all farms (the operators of which engage pri- 
marily in farming or historically resided on the farm) whose opera- 
tors cannot secure the necessary credit from another source. There 
are many deserving farmers whose farms are larger than family-size 
who need new homes and home improvements, and I strongly feel this 
proposed legislation should be broadened to include the group of larger 
than family-size farms. I also feel that the authorization for insured 
loans should be increased from $100 million, as provided in present 
legislation, to at least $150 million to adequately carry out this pro- 
gram. The eligibility requirement is the very heart of this loan pro- 
gram under title I of the Bankhead-Jones Act, and I certainly urge 
the committee to broaden the definition to include farms larger than 
family-size. S. 3429 meets most pressing farm home needs and carries 
out the primary objective of my bill. 

Mr. Chairman, since 1933 the Federal Government has furnished 
or guaranteed loans for $57.9 billion to build family housing units. 
Only $592 million, or 0.0107 percent, has been used to assist family 
living in rural areas, At the present time, there are no funds avail- 
able for carrying out title V of the Housing Act, and only very limited 
authority under the Bankhead-J ones Act. 

Farm credit is a national problem, and in many areas it has become 
most critical. For example, in Mississippi the last housing census 
of 1950 indicated that over 40 percent of the 200,000 farm homes in 
Mississippi had such serious defects that they did not provide adequate 
shelter or protection. The survey showed that these homes needed 
to be either completely replaced or extensively repaired. This means 
that 2 farms out of every 5 had housing of a type below that generally 
accepted as a minimum standard of housing. Eighty-five percent of 
the farm homes in Mississippi did not have piped, running water. 
Also important is the fact that one-third of the farm homes were built 
before 1920, and less than 10 percent after 1944. 

These facts seem to give ample evidence of the need for improve- 
ment in rural homes in Mississippi. The major obstacle to such im- 
provement is the lack of available credit for farm families to either 
build, enlarge, or renovate their homes. For the years 1950 through 
1954, title V of the Housing Act met some of the needs for farm home 
loans to a small degree. Under this authority the Mississippi Farmers 
Home Administration made 1,200 loans amounting to $5 million for 
the purpose of improving homes and other farm buildings. The last 
housing loans were made under this in fiscal year 1954, and since that 
time no funds have been appropriated for this purpose. The loans 
made in Mississippi under this program were made on a sound basis, 
and as of December 31, 1955, only 50 out of 988 borrowers were de- 
linquent, and many of these accounts have been paid since December 
31. In fact, it has not been necessary for the Farmers Home Adminis- 
tration to foreclose a single housing loan out of the 1,200 loans made, 
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and a single housing loan out of the 1,200 loans made, and a con- 
siderable number of these borrowers repaid in full far ahead of sche- 
dule. This indicates in itself the small risk involved in a program 
designed to assist farmers to build and repair their homes. 

America is going through a transition period. Many of our small 
farmers are being rapidly liquidated. Our small farmers are movin 
away from the farm and going to town in search of a job. Many o 
them must have additional income beyond their farm production, but 
they do not necessarily have to leave the farm to obtain part-time 
work. With modern transportation they could continue living on 
the farm and growing a crop and at the same time hold a factory 
job in town. The entire family would be far better off, and, in ad- 
dition, the community life, the community church, and all community 
projects would continue to have the support of the farmer and his 
family. 

In the order of things, a new or remodeled home is a necessary part 
of the family life. The best investment we can make to better farm 
living conditions is to provide adequate loans which will improve 
farm living conditions. Many of our people can and should remain 
on the land even though more than one member of the family is work- 
ing in town. This applies with special force to capable young farmers 
with little accumulated money or other resources who are finding it 
more and more difficult to meet the increase in capital investment re- 
quired in farming in a period of drastic income decline. The lack of 
housing credit on terms which will meet the farm income situation 
means that most of these families are required to spend most of their 
production years in grossly inadequate homes. This period in most 
cases extends beyond the years of greatest family need, the years when 
children are in the home. 

I visualize this legislation as having a threefold purpose. First, 
to provide adequate, long-range, sound loans for the construction and 
remodeling of family-size farm dwellings for families living on the 
land who make their principal income from the land upon which they 
live or land near thereto. Second, to provide the same type of loans 
for deserving farmers who have historically lived on the land even 
though their principal income may not be from agricultural pursuits 
and whose farms are slightly larger than the so-called family-type 
farm. Third, to provide the same type loans for dwellings for those of 
either of the above groups who are building their first home. 

I believe we should make every possible effort to preserve the family- 
farm and our rural community life. It is one of the principal founda- 
tion stones of our patriotism, and at the same time the main spiritual 
reservoir of the Nation. 

We need to encourage our young people to stay on the farm and to 
accomplish this we must have adequate housing facilities. Credit is 
a primary consideration in building and planning a better farm, and 
I urge this committee to approve this important legislation. 

May I now, Mr. Chairman, very briefly hit the high points, cover the 
high points of my statement and also submit to questioning here? 
can come back later to further be heard along with Senator Aiken if the 
subcommittee wishes. In fact, I would like very much for him to be 
here at. the same time. 
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Senator Hoxiianp, I think that it would be well to say at this time 
that reports have been received from the Department on both of these 
bills which, as you say, cover the same field and that the Department 
favors the enactment of S. 3429 and prefers that bill to S. 2961. 

Senator Stennis. Well, I thank you, Mr. Chairman. 

This is not a departure. There is also precedent; there is also ma- 
chinery. These are amendments to the Bankhead-Jones Act, as you 
know. 

‘The purpose is to push forward a program on a little broader base 
and just how broad you make this authorization is the major question 
involved. I hope it will be possible to get around the table and discuss 
with the Administrator and his staff just how broad to make this legis- 
lation. 

I find that in a great many of the rural communities in our area of 
the country, including parts of your State, the great migration away 
from the rural communities to the towns, is to take industrial jobs. 
I think that a great many of those instances represent one member of 
the family. It is getting so that for the industrial job it would be so 
much better for that family in the long run to continue staying right 
there on that farm as a family unit. The one person that has this job 
commutes. Sometimes it is the wife; sometimes it is the husband; 
sometimes the daughter; sometimes the son, But they do not have 
adequate financing to build the type home that they need and that they 
are entitled to under present living standards and conditions. 

I believe this to be a sound program, launched into the future, would 
be a prime factor in stopping a lot of this migration and keeping 
the worthy members on the farm where they will continue to be a 
part of the community, be a part of the church life, the school life, 
and other phases of community life and community development, 

Otherwise, they move away and the first thing you know they have 
sold that land and then when the pinch comes, adversity comes, there 
is nothing to go back to. 

So, this is not trying to liberalize a program for someone to come 
in, get something out of the Government or anything of that kind. 
I want to keep it on a sound basis, but I want it to be more practical. 
You see, the administration has responded here favorably to this bill. 

I think the major thing to be decided is just how far we are going 
in the definition of those eligible for loan. , 

Now, one bill says the family-size farm. That is the primary argu- 
ment. But I think that does limit the language too much and draws 
too fine a-definition because you know there are many very small 
and worthy farms where we have a tenant or two on the place. That 
would preclude them from being family-size farm, strictly speaking. 

What does the chairman think about—after you hear the Adminis- 
trator, Farmers’ Home Administration—trying to get around the table 
and working out a definition? 

Senator Horzanv. That sounds like a reasonable approach. 
Frankly, I am unfamiliar with the details of the bill, but I know the 

eneral subject matter covered by it. I have read the report of the 
Deriaitidiend. and it suggests some changes but in general favors the 
bill. And I think that the approach which you suggest is a reason- 
able one. : 

Senator Srennis. I think it is a more logical approach now to hear 
the Administrator and his staff and then try to discuss the applica- 
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tion of it to the various areas of the country later. I think I can 
make some contribution in how it would apply in my area, and I am 
sure you could in yours and the others in the West. 

Senator Hottanp. Well, thank you very much. You will be ad- 
vised about the progress made. 

Senator Stennis. I will advise Senator Aiken and tell him your 
reaction here. 

Senator Hotianp. Fine. 

Senator Allott is here to be heard on one or more of these measures. 
Senator Allott, you may proceed. 


STATEMENT OF HON. GORDON ALLOTT, A UNITED STATES SENATOR 
FROM THE STATE OF COLORADO 


Senator Atuorr. Thank you, Mr, Chairman. 

Mr. Chairman, I have a statement here and I feel that because of 
the numerous problems raised we would perhaps make better time by 
using the statement. 

First of all, I would like to associate myself with the statement of 
Senator Stennis with respect to S. 3429, of which Iamacosponsor. I 
believe that the suggestions made by him I can completely endorse. 

Before commencing my own statement, I have here, Mr. Chairman, 
a letter addressed to you which for convenience and because it was 
late was forwarded to me from the Colorado Farm Bureau of the 
American Farm Federation which I would like to ask to have included 
in the record concerning the general farm credit situation. 

Senator Hotxanp. Without objection, that course will be followed. 

Senator Axtorr. I hope you will not take it amiss that that was 
directed through my office but it was from my people and they wanted 
to be sure it got here this morning. 

Senator Hotianp. Not at all. We will be very glad to have it that 
way. 

Senator Auiorr. The letter is dated May 14, 1956. It is addressed 
to the Honorable Spessard Holland, Chairman, Farm Credit Sub- 
committee, Senate Office Building, Washington, D. C. 

It says: 


It is our understanding that your subcommittee will be considering new credit 
legislation shortly. We have tried to invoice credit needs of our area and 
the following four seem to be particularly essential : 

First, thé consolidating of all the laws for agricultural credit into one law 
and under a single head in order that prospective borrowers might know where 
to go for their credit needs. 

Second, since hazards are higher in agriculture, particularly in the Great 
Plains region, than some other forms of business, and the ability to repay is 
more variable, the length of the credit needs to be over a longer period of years 
than has been provided in past legislation. 

Third, credit should be extended only to bona fide farmers or ranchers and 
those who apply for loans should have a reasonable chance to repay their loans. 

Fourth, a good many of our folks have had different degrees of crop failures 
along with restricted acreage the last few years and have not been able to 
meet all of their commitments, so there is very real need for refinancing. Most 
of these folks are solvent, but because of commitments made at a higher in- 
come level, they are unable to meet their payments. 


This is signed by Arthur L. Andersen, president, Colorado Farm 
Bureau. 


Senator Horranp. Do you wish your full statement incorporated 
in the record ? 
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Senator Atxorr. Yes. If you will, I would like to read it because 
it eovers, I believe, the whole question of farm credit and it particu- 
larly goes into the things we are much concerned about. 

Senator Hottanp. Please proceed. 

Senator Axxorr. I appear here this morning in behalf of S. 3247, 
a bill to simplify, trouden and consolidate the authority of the Sec- 
retary of Agriculture with respect to making loans to farmers and 
stockmen in cases of disaster and severe production losses and to 
broaden his authority with respect to loans made under title 11 of 
the Bankhead-Jones Farm Tenant Act. This bill was introduced to 
the Senate on February 1, 1956, by Mr. Dirksen, Mr. Curtis, Mr. Case 
of South Dakota, Mr. Chavez, Mr. Beall, Mr. Bennett, Mr. Hruska, 
Mr. Bender, Mr. Aiken, Mr. Capehart, Mr. Goldwater, Mr. Ives, Mr. 
Flanders, Mr. Carlson, Mr. Martin of Pennsylvania, and myself. 

The statements which I desire to offer in behalf of this bill this 
morning are limited, of necessity, to the region known generally as 
the Great Plains area. I do not purport to be acquainted with the 
agricultural credit situations all over the United States, even though 
I have received letters supporting this legislation from many States. 
However, I have lived my entire life in Golorado and for the last 26 
years have lived in the great and fertile Arkansas Valley in south- 
eastern Colorado. The situation about which I speak pertains to the 
following areas particularly: the New Mexico Panhandle, the Texas 
Panhandle, the Oklahoma Panhandle, western Kansas, western Ne- 
braska, southwestern South Dakota and eastern Wyoming and part 
of Utah. This area is originally known as the Great Plains area and 
when I use that designation hereafter in this statement it will refer to 
the area just described. 

It may be carrying coals to Newcastle to review a little of the farm 
situation but to one who has observed it and its effects upon farming 
and knows the results upon the farmer—it seems to me to be necessary 
todo so. During the early parts of the 1930’s, particularly 1933, 1934, 
1935, and 1936 F was present in that area of the United States which 
was known as the great Dust Bowl. The farmers in a great expansion 
had come into the Great Plains area and broken out millions of acres 
of land for wheat and small grains. Then the climatic cycle reversed 
and they found themselves literally farming dust. At the same time 
it must be realized that this great area which is also the wheatland 
of America is susceptible and capable of producing the greatest crops 
imaginable when climatic and moisture conditions are normal or 
correct. 

In 1937 this cycle began to reverse itself and lands which had blown 
began to regain weed coverage and even to reassert grass throughout 
all of this area. By 1939 the war scare had started. The speculator 
and also the progressive farmer with his eye on the horizon for the 
ae demand for foods was again beginning to expand his acre- 
age. For the period 1939 through 1950 this entire area had an abnor- 
mally good rainfall experience. During the war years and afterward 
when the demand and needs for feeds and food was high all over the 
world, it might well be said that our Creator favored us in this country 
with an abnormally good supply of moisture which ‘enabled us to feed 
a good portion of the world with the wheat raised in this area. 

Now it must be kept in mind that during the period of 1940 through 
1946, the Government of this country was urging the farmer to get 
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out and increase his crop. It is true that there were speculators who 
came into this country and farmed and sometimes were known as 
suitcase farmers. But it is also just as true that a great many of 
the people who are there now were there in 1939 and 1940 and upon 
the prodding and urging of their own Government expanded their 
acreage in the production of wheat, a policy which is now deplored 
by a great many of our more conservative people. The continuance 
of this, of course, was heightened by the retention of the principle of 
high fixed parities up to and including the crop year for 1954. 

Now all this is said not by way of creating a diversion or an argu- 
ment with respect to farm policies but rather to demonstrate from one 
who has lived with farmers and with stockmen and with cattlemen, 
and who has borne their problems, both as a friend and as a legal 
counsel throughout these years, that the farmers, stockmen, and cattle- 
men of the Great Plains area have not placed themselves in this plight 
solely of their own initiative. The demands made upon him by the 
United States Government during World War II and later during the 
Korean war, and by way of high rigid supports, have placed him in a 
position from which he had no other recourse or choice. His invest- 
ments in machinery and land increased with the demands of our Gov- 
ernment for more food. Having asked our farmers to divert large 
amounts of land which had been grazing land and grassland into crop 
production, many of our citizens are prone to criticize the same farmer 
who responded so patriotically to this appeal particularly during 
World War II. 

On February 19, 1954, one of the most devastating duststorms oc- 
curred over the Great Plains that has ever occurred in the history of 
that area. High winds of from 70 to 80 miles an hour scourged the 
country for a period of nearly 24 consecutive hours. A storm of this 
type, of course, is as much a catastrophe as a flood or a hurricane, or a 
tornado, because, regardless of crop practices, soil rotation, or any of 
the other known and approved methods of farm practice, it is impos- 
sible to hold land in oe circumstances. Immediately after this 
storm I personally examined thousands of acres which were farmed 
in accordance with good conservation practices, including the leaving 
of natural coverage, strip farming, and other methods, and, without 
ae “ the method employed, the fields were uniformly torn up and 

estroyed. 

This was followed by a second storm on February 22, which, al- 
though not as severe, did at damage. At that time Governor Thorn- 
ton of Colorado requested me as Lieutenant Governor to make a survey 
of the area, which I did. My recommendations were contained to 
him in a letter dated February 26, 1954, a copy of which was sent to 
Mr. Ross Rizley, then Assistant Secretary of Agriculture. Among the 
recommendations contained in that letter was a very strong recom- 
mendation for extended agricultural credit. At that time and at every 
opportunity between that time and this, I have talked with farmers, 
ranchers, and stockmen not only in Colorado but all over the Great 
Plains area. May I emphasize that at no time have I found a general 
desire by those ple to engage in or receive some give-away or 
Government handout. 

It is almost axiomatic in these times—and it flows as an indirect 
result of our demand that our bank accounts be insured through the 
Federal Deposit Insurance Corporation—that as soon as times get a 
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little hard the banker starts tightening up on his loans. Now the 
question poses itself directly to us: What are we as American citizens 
and as members of the United States Senate going to assume as our 
responsibility in this situation? We have placed these thousands of 
people in a situation where the Government not only asked but de- 
manded larger production. They have done so, and now we have in 
a contracting farm economy left them there without adequate aid or 
assistance. It soon became apparent to me that the present FHA 
laws were inadequate and that they did not offer adequate assistance. 
After studying this matter for 2 years, and particularly studying the 
needs of the people involved and who need the credit, S. 3247 was 
finally drawn, in which so many of my able collegeaues were so kind 
as to join. 

What are the prerequisites of good farm-credit legislation? Well, 
first of all, it must be certain and it must be sure. The farming popu- 
lation, like any other population, has a few low-output people at one 
end of the curve whom no one contends should be supported by the 
Federal Government. But the great and vast majority of all farmers 
and stockmen are sincere, conscientious people who ask only the oppor- 
tunity to work, receive a fair price for their crops, and have a reason- 
able chance to finance themselves. 

If financing is only on a spring to fall basis, it is not conducive to a 
good national economy. No one can foretell from the spring to the 
fall whether the farmer is going to have rain in the interim. In other 
words, a farmer’s economy rests not upon his crops in a single year but 
rather upon the average of his crops and the average of his farm pro- 
duction over a period of years. He must, therefore, plan his own econ- 
omy in the same way. If his banker is unwilling to do this, or if his 
banker—because of the laws under which he must operate his bank— 
is a person who reflects the first dark cloud appearing on the horizon, 
he has no place to which to go the secure credit. The farmer then lives 
under a constant state of anxiety and fear. So, the first thing and the 
first prerequisite for farm credit is that it must be certan and it must be 
sure. When the time comes that a banker can or will no longer carry 
him then he must have some agency to which*to turn. This agency has 
been the Farm Home Administration and what are commonly known 
as FHA loans. 

I shall not go into the long history of FHA loans, stemming from 
the Bankhead-Jones Act, but I will say a few things about it. FHA 
loans as they are now written constitute a hodgepodge of laws which 
have grown up like a crazy patchwork and are completely unsuited to 
the present situation. There are, I believe, six and possibly more gen- 
eral types of loans, and the practical results run like this: Farmer 
Jones comes in and asks to be financed by the FHA after having been 
turned down by his banker or loaning agency. 

The FHA agent discusses it with him and tries to explain that part 
of the loan will have to be production and subsistence, part water facil- 
ities, part something else and tries to explain the regulations. Long 
before he has gotten this far he has left the farmer behind, and in 
many cases the agent, himself, is lost in the maze. 

As a result, thousands and thousands of farmers have walked away 
from FHA offices convinced that they could not get loans. The meth- 
ods of procuring them and the methods of handling them are so com- 
plicated and cumbersome that not only could the farmer not under- 
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stand it but, in many instances, FHA administrators did not under- 
stand it themselves. If what they have told me is true—and I believe 
it is—they are still lost in a maze of laws and interpretative regula- 
tions today. 

In talking with a great number of FHA administrators last year, I 
became convinced that they were, in many instances, confused about 
the regulations. One of their great complaints today is that the laws 
are so complicated and the regulations interpreting those laws neces- 
sarily more complicated that no one actually knows at any given time 
whether they are completely within the law in making or refusing a 
loan. 

That brings us to the second necessary qualification for Government 
financing of farmers. It must be simple and easy. I have later joined 
in a bill, S. 3429, seeking to amend the Bankhead-Jones Farm Tenant 
Act. It will be some improvement upon the present laws, but it does 
not attack the fundamental situation—the fundamental problem of 
simplifying these laws. 

To be of real assistance to the farmer, to give him real relief, to 
remove the fear and anxiety that come from complication, and numer- 
ous trips to the FHA offices, S. 3247 should be adopted. It simplifies 
the entire loan procedures and this, I may say, is a necessity as ex- 
pressed to me privately time and time again by members of the Depart- 
ment of Agriculture, by State administrators of FHA, by local direc- 
tors of FHA all over the plains country and also by the administrators 
of FHA at the local level. 

The next necessity for farm credit, it seems to me, should be that the 
overall provisions should be more practical. If we take the position 
that Government credit must be controlled by the same business prin- 
ciples as private credit, then we are defeating the purpose of Govern- 
ment credit. Our first qualification for an FHA applicant is that 
he must be unable to get credit at his bank or through the ordinary 
sources of lending. That means that, of course, he has already reached 
the place that eliminates the use of banker’s standards to make loans. 
I have already touched upon the fact that the length of time should 
be expanded. The present 7-year limitation finds many of our farm- 
ers who have been in drouth-stricken areas for the last 5 years in a 
situation where they will shortly be precluded from obtaining further 
extensions or renewals of FHA loans. Yet, during the 1930’s and 
during the existence of the Regional Agricultural Credit Corporation, 
in spite of the great leniency with which such loans were made, they 
were paid back 95 percent to the Government. These loans that are 
now made will be paid back the same way. 

Credit must be made easier with respect to the amount. Fifteen 
years ago $1,200 would buy a good tractor. Today it will eost four 
times that amount. Everything else which farmers need has gone up 
in proportion, and, consequently, the legal limitations which have been 
placed on loans in the past are no longer applicable. 

Now, what does the S. 3247 do with respect to some of these matters ? 

First, the bill refers only to loans made under title II of the Bank- 
head-Jones Act and does not affect title I of that act dealing with real 
estate loans. 

Two, title I of S. 3247 deals with emergency loans and title IT of 
it is devoted to refinancing and general farm loans. The first section 
of the bill deals with emergency loans and provides that the Secretary 
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may designate emergency areas pursuant to subsection B for any 
agricultural purposes, including the purchase of livestock, feed, ferti- 
lizer, farm equipment, supplies and other farm needs and for refinanc- 
ing of existing indebtedness and family subsistance. A Presidential 
declaration would no longer be required. 

The Secretary may designate any such area as an emergency if he 
finds that there is a general need for agricluture credit which cannot 
be met for temporary periods of time and that the need for such credit 
is the result of natural disaster of severe production losses. 

The act then goes on to provide for loans in the emergency category, 
at a rate of interest not to exceed 3 percent. It further retains the 
provisions of the old law that if loans are made to corporations or 
other business organizations that it must be the personal obligation 
of each person holding as much as 10 percent of the stock or other 
interest in the corporation or organization. It contains the agreement 
of the old act that when it appears that the borrower may borrow or 
secure from existing sources that he must liquidate the loan and do so. 

It provides that the Secretary may utilize the personnel, facilities, 
property, and funds of the Commodity Credit Corporation for carry- 
ing on these purposes and to use the revolving fund created by section 
84 of the Farm Credit Act of 1933. 

Title II of the act simply authorizes the Secretary to make and in- 
sure loans to farmers and stockmen who are citizens of the United 
States for any agricultural purposes and specifies certain purposes 
without limiting them under the general powers. It sets the maxi- 
mum amount at $21,000. I might say that I have had some corre- 
spondence indicating this is too small an amount. It also provides 
that in case of additional loans, the total loans shall not be in excess 
of $30,000. There is some thought that this is too small, and numerous 
letters indicate that this amount might properly be raised. 

The time for making any loan, including renewal or extension, 
shall not exceed 15 years. It also provides for the voluntary adjust- 
ment of indebtedness between the farmer and his creditors. 

At this time, Mr. Chairman, I wish to address myself specifically to 
the recommendations of the Department of Agriculture as enumerated 
in a letter dated April 23, 1956, to the chairman of this committee. In 
that letter, the Department says: 

The Department favors the objectives of having its emergency lending authori- 
ties consolidated into one law which would be accomplished by sections 3 and 5 
through 9 of 8. 3247. 

The Department goes on not to recommend title IT of the bill. 

It would be satisfactory with me to accept an amendment to the act 
in accordance with the indented paragraph of page 2 of the Depart- 
ment’s letter by adding a section 3 (a) (4) on page 3 after line 11, 
except that the limitations contained therein should be modified to be 
$21,000 and $30,000, respectively. 

At the time this is written, I have ho that Mr. James B. 
McKeever, a banker at Holly, Colo., will be here to present his views 
on certain phases of this credit legislation. The numerous factors 
which have contributed to the increase in the size of farms, include— 

The lowering of farm prices; 
The increase in the costs of farmers’ goods, particularly as 
evidenced by labor costs, tractors, harrows, plows, and so forth; 
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The constantly increasing determination under rigid parity 

that part of the land shall lay idle under our allotment system— 

all of these tend to make the farmers’ operation a larger one and its 
cost far greater. 

The limitations placed on this in the letter from the Department 
of Agriculture are unrealistic. The offered amendment would be satis- 
factory with me if the figures were amended to $21,000 and $30,000. 

If, as suggested in the third paragraph of page 2 of the Depart- 
ment’s letter, there is a question of whether feed and seed assistance 
might not be available, it is suggested that an amendment as follows 


might be added to section 4 (d) : 


The benefits and provisions pertaining to major disaster areas under Public 
Law 875 of the 81st Congress and under section 407 of the Agricultural Act of 
1949 as amended by section 301 of Public Law 480, 88d Congress (7 U. S. ©. 
1427) shall be applicable to all farmers and stockmen in areas designated by 


the Secretary under section 2 hereof. 

With respect to the suggestions contained in the last paragraph of 
page 2 of the Department’s letter, the amendment set forth in the 
last page of the letter would be acceptable to me. 

Although the Department has refused to approve, generally, the 
provisions of title 11, the brevity of it is, in fact, the reason for its 
existence. In actual experience, I have had many FHA adminis- 
trators at the county level say to me in substance, “Senator, for 
Heaven’s sake do what you can to get FHA loan regulations simpli- 
fied and to get the law simplified so that we know what we are doing!” 

This is not an overstatement, and it is borne out in actual practice 
by many letters indicating that in many instances neither the pro- 
posed borrower not proposed lender, including some of its top officials, 
were Clear as to the precise and exact meaning of the complex patch- 
work of Federal laws and regulations relating to farm loans. 

While S. 3429 by Mr. Aiken improves the general situation, it does 
not strike at the one fundamental difficulty in farm credit, namely: 
that of making farm credit simple, understandable and workable. It 
would, therefore, be far better if the desirable portions of the S. 3429 
were incorporated as title II of S. 3247, keeping the entire farm credit 
in one simple bill, than it would be to amend piecemeal the Bankhead- 
Jones Farm Tenant Act further, giving rise to new supplemental reg- 
ulations resulting in new supplemental confusion. 

Mr, Chairman, only the great divergence of views with respect to 
the Agricultural Act, and the long debate had upon it in any way 
justify the long delay of action in this important field. Generally, 
throughout the United States, the price of farm commodities is the 
No. 1 problem of farmers, but in the Great Plains area for 5 successive 
years it has been a lack of crops themselves. The increasing need for 
an expanded, simplified farm credit is an obligation which, in my 
opinion, the Department of Agriculture and this Congress can no 
longer ignore, Next to the foregoing it is the most important to our 
farm folk. To patch the law further may do some good, but to re- 
write the pertinent. provision in a simplified way is the primary task 
and challenge of the Congress. No farm credit act will provide the 
assurance needed for our agricultural economy unless it is simplified 
enough to be understood by the farmer himself and the people who 
are expected to administer it. 
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For that reason, I respectfully suggest to this committee the re- 
porting of S. 3247 with the amendments suggested herein. 

To review briefly, the first part of my statement is concerned broadly 
with the area about which I am speaking, the Great Plains area. It 
is the area with which I am acquainted. It is the area in which I 
have spent my entire life and particularly the last 27 years as a prac- 
ticing lawyer I have been involved in these people’s problems. 

I have gone considerably into the heabeeniveniel of what was known as 
the Dust Bowl, how the farmers came out in 1930 and opened up that 
land, overfarmed it, and then there was a climatical shift back and 
how, during the 1930’s, all of that area suffered very greatly from 
the drought. 

Now, in 1940, the demand of the Government for food products in- 
creased and I have gone into considerable detail to show how the 
suggestions which, the conditions which have existed there the last 
few years are not the result entirely of a few people’s avaricious desire 
to make money but rather it is essentially the result of the demand 
of the Government for food. 

In other words, I want to get the cat off of the back of our legitimate, 
good, substantial farm people there who have been there for years and 
years and who, if they have overproduced, have done it by way of a 
demand from their Government for this, these extra products and 
food products and, second, of all because of a continued demand created 
by high parities and, third, perhaps by the great increase in the cost 
of farmers’ goods. And when I say “farmers’ goods” I mean the 
goods that they have to buy. 

Now, these things I don’t go into detail with because I know the 
distinguished Senator from Florida, Senator Holland, has been on 
the floor during every moment during the farm debate and his long 
experience in this field is so great that I don’t have to go into detail 
to explain this situation. 

Now, as a result of that, and through the year 1950, our farmers 
were producing on a maximum of wheat acreage. These things I 
might say, Mr. Chairman, have created situations like this. I can 
remember one particular tract which I could have bought for not to 
exceed a dollar an acre in the middle thirties and which personally 
I drew a contract for in 1950 at $60 an acre. So it shows the fantastic 
differences that come and this same country out there can produce 
fantastic crops dependent only upon the climatic condition. 

Now, in 1950, we started having a genera] fall in some farm crops. 

As you know, in the Great Plains area we also started having a 
drought. The people of eastern Colorado for the most part have not 
had crops for 5 years. 

Now, these people, as I say, are not speculators. There are specu- 
lators or what we call suitcase farmers among them. But by far the 
great majority of these people are literally the salt of the earth. They 
have been there a long time. They are the type of people that we 
consider the backbone of America and they are not engaged in a 
speculative enterprise any more than any farmer that deals with the 
vagaries of the winds and the weather isaspeculator. | 

Now in February of 1954 there was a severe storm in Colorado— 
2 of them—1 on the 19th and 1 on the 22d. As a result of those two 
storms, both of which contained high sustained winds of 75 to 85 
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, miles per hour for a period of 24 hours, that country was torn up. 
It was torn up without respect to whether good conservation practices 
. had been observed or not. 

I personally inspected thousands and thousands of acres during that 
spring and regardless of whether the land had been strip-farmed or 
left to accumulate weeds as a coverage, or whether the crop had been 
plowed back in to hold it—regardless how it was farmed, these storms 
did their damage. As a matter of fact, some of the fields which were 
most damaged were farms that had been farmed in accordance with 
good soil conservation practice. 

This cannot be attributed to the farmer. 

With that in mind, I wrote a letter to the governor and a copy of 
that was sent to Mr. Ross Rizley, then the Assistant Secretary of 
Agriculture, recommending among several other things, and recom- 
mending strongly an expanded and simplified credit for the farmers 
of our country. 

One of my first acts in coming to the Senate in January of 1955 
was to commence study for the preparation of a credit bill which 
was introduced last year as S. 1912. That act does, I think, what a 
lot of other acts since have done, which is to try to cure one or more 
phases of the agricultural problem. 

S. 3247, which I have introduced this year, and in which the Sen- 
ators shown were very kind in joining, is designed to do an entirely 
different type of thing. 

In speaking with the members of the Agriculture Department, 
charged with the farm credit of this country, and in speaking with, 
I would say conservatively, thousands of farmers last year alone, 
not to consider that many in the year 1954, and also many this year 
so far, as well as the numerous letters 1 have had, I have found that 
certain things are essential and those have been incorporated in my 
statement. 

The essential purpose and the difference of S. 3247 from most of 
these other bills is that S. 3247 attempts to do what no other bill has 
attempted to do to date, and that is to simplify the whole farm proce- 
dure for farm credit. 

I have with me today Mr. James B. McKeever, a young man with 
whom I was associated in the Army, whom I have known for 25 years, 
whose father I have known for longer than that, and who is vice 
a president. of two national banks in this Great Plains area, one at 
is Holly, Colo., and one at Granada, Colo. He has a short statement 
A which he would like to file here this morning. But more than that, I 
would be happy and he would be happy to submit to questions con- 
cerning the need for simplification and the need for an expanded 
A farm credit. 

Now, in drawing this bill 
Senator Ture. Now, I wonder if the Senator would object to a 
e question at this point. 

Senator Atuorr. Not at all, sir. 

Senator Taye. You say, simplification. I will not be able to remain 
for any of the other witnesses and for that reason I would like you to 
explain now the question of simplifying this farm credit legislation. 
How should it be done ? 

Senator Atxorr. As the Senator knows, title II of the Bankhead- 
Jones Act deals with the operating type of loan. This particular bill, 
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does not refer to real estate loans at all, Senator Thye. It is designed 
to refer and apply only to personal loans. We have not only emergency 
loans and several types of emergency loans but we also have under 
the Farm Home Administration, and I believe I have in my files with 
me at least 4 or 5 different types of folders representing I believe alto- 
gether 6 different types of loans available in FHA. 

Now, here is what happens. The average farmer after having been 
told by his banker that his banker cannot finance him any longer, 
comes into the FHA offices. He tells the FHA Administrator his 
troubles. The FHA Administrator pulls out 4, 5, 6 or 7 of these 
folders and after talking he says, well, I believe we can perhaps do part 
of this under this title, or this section of it. We can perhaps finance 
you part way under this section. We can perhaps finance you part 
way under another section. And each one of those has regulations 
interpreting them. And here, for example, Mr. Elliott has just handed 
me 4 different types of these folders. I have found, and I state this 
flatly and unequivocally, in speaking with FHA administrators and 
directors, and I have talked with perhaps 60 or 70 of them in the last 
year, I find that the 1 thing they say is that the regulations and the 
laws concerning the granting of personal loans to farmers are so com- 
plicated that they do not know what they are doing and they cannot 
tell whether they are legally authorized to grant a loan or not in many 
instances. 

What this bill does, Senator Thye, is to divide itself into two titles, 
the first of which is concerned only with emergency loans. That is, 
under the Emergency Act, except that instead of having the President 
declare an area emergency under certain circumstances, and the Secre- 
tary of Agriculture under others, the Secretary would do so in all 
cases. 

The second part of this simply reduces all of these things to 1 brief 
law which 1 set of regulations could support. 

If it were adopted, there is no reason why, when a farmer came in, 
he could not find out from the Administrator within 5 minutes whether 
he would be eligible for a loan. 

Mr. McKeever will testify to a sight that he has seen, and I have 
had numerous letters about it, where the loans were so slow and the 
methods of granting them so slow and the demand so great in this 
period of drought, and low prices, that there were lines forming, actu- 
ally waiting there for hours, even to get into the Administrator’s 
office. 

I can testify personally of one loan I know of which was a good loan 
by any banker’s standards, perhaps; this man had only $8,000 against 
his farm which was worth perhaps double that. He could get no fur- 
ther credit from his banks. 

He made an application with FHA and had been deferred for a 
period of 3 months even to get a decision on his loan. In dealing with 
this problem, and in talking with the farmer, in talking with the 
rancher, the FHA Administrator, his assistants, and in meeting with 
the county committees this is the one thing they have come back at 
me with again and again and said in substance, Senator, for heaven’s 
sake do anything you can to simplify these things so that we know 
what we are doing and where we are going. 

So, title II of S. 8249 is designed to put all other farm credit based 
upon security of personal property into one simple act and to do away 
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with this multitudinous patchwork of laws that we have built up in 
the past few years. 
Now, in doing that, I have changed no principles in the act that Con- 
gress has established over the years. As far as humanly possible, we 
have taken the old principles. For example, the definition of family 
farms has not changed. The principles have merely been reincor- 
porated into one simple act. 
Does that answer your question, sir ? 






























2 Senator Tue. I think it does, yes. However, I think the Adminis- 
2 trator might want to give further information as to what he would 
"i interpret the administrative problems to be under any of these bills 
" that are before the committee. 
t I just. wanted the record to reflect a more complete explanation of 
8 the whole question. 
d I had not heard all of your statement, but as I read your statement 
9 I see that it expresses the objectives you seek. 
d Senator Atiorr. I might say that they have differed. They favor 
. the objective in their letter of doing what I am trying todo. They 
“ have offered certain criticisms of it which I am prepared to discuss 
. with them and I certainly want an opportunity to talk with them about 
ot it when the proper time comes. ; P 
y Senator Ture. Mr. Chairman, I wholeheartedly agree with the dis- 
7 tinguished Senator. We want to have an act simple enough so that it 
7 can be readily interpreted by the Administrator as well as the county 
i committee that must work with the applicant in connection with grant- 
ry i ing himaloan. Farm credit is one of the necessities because the local 
= bank oftentimes is confronted with an inability to extend credit to 
i farmers due to the restrictions of State banking laws as well as of the 
national banking laws. There is a limitation as to what a banker 
a can do in financing an emergency situation. es 
é I well recall in the late twenties, and in the early thirties, when the 
* local banks, many of them, were going to the wall because they had 
we been too generous with their farm credit. It was the wisdom of the 
Congress that funds be made available and there was established the 
= Commissioner’s loan which was used to supplement Federal land bank 
he loans. These loans became the second mortgage oftentimes, and in 
rm some instances they were the primary loans where conditions were such 
i that the land bank could not accept the application as it did not qualify 
whe under a bank loan. It was that type of credit that saved hundreds of 
7 thousands of farms in the Midwest. I was personally acquainted 
ne with the situation, and I know that these loans carried farmers through 
at the depression and the drought era into a more prosperous agricul- 
Sn turalera. They not only were able to pay off the loans but their farms 
came back into their normal true values and could easily be sold and 
in thereby they could liquidate any obligations against the land. 
‘th ; From that time on, I have endeavored to make certain that farm 
the " credit was such that it met the needs. _ 
ith F _Now, in your particular bill that is before us, as well as the other 
at a bills that have been introduced, effort is being made to strengthen 
= # our farm credit system, as well as to clarify its administration. I 
aa think this session of Congress should enact either your bill or one 
of the bills that are before us because the farm credit needs to be sim- 
od plified. They are not all Philadelphia lawyers that serve on the 
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county committees and they need not be. Yet it requires a Phila- 
delphia lawyer to interpret the intent of Congress in some of the 
provisions and regulations based on the Jaw. 

Thank you, Mr. Chairman. 

Thank you, Senator Allott. 

Senator Atiorr. I want to make these two points clear. I have in 
my hands a fly sheet from the Farm Home Administration, produc- 
tion and subsistence loan, farm ownership loans and, of course, this 
particular bill is not concerned with farm ownership loans. Soil 
and water conservation loans, emergency loans, special livestock loans: 
general information. Here is one on operating loans. There is also 
a special livestock loan. There may be others. I am not sure of 
them, but I have found this so complicated that in asking FHA Ad- 
ministrators, and I have asked this question as a sample question of 
numerous administrators, at 1 time there were only 6 types of loans. 
There may be more or less now. But at that time I went around and 
asked numerous administrators to name me their types of loans and 
I didn’t find 1 administrator out of 20—I say administrators—and 
their employees—who could name off the 6 types of loans which were 
then available at that time to farmers. 

Then the second point I should make which, and I want to make 
this very clear, is this: This problem is not something which is at- 
tributable to either of the parties. I think this grew up in a genuine 
and sincere attempt to nel the farmer but, like Topsy, it has just 
a and perhaps we should put Topsy in good clothes and wash 

er up and clean her up at this time. 

Senator Ture. Occasionally, the laws of your State or of our Na- 
tion must be recodified and I think that there is possibly a need to 
recodify farm credit law and make it more understandable. Every 
time that a bill comes up, and has been up before us, dealing with this 
subject, somebody offers an amendment—and many are worthy amend- 
ments—but they just become an addition to the already complex law. 

Senator Atuorr. That is exactly what has happened in this case. 

Senator Ture. That is the reason why you have these sections that 
pertain to certain types of loans. 

When I say “recodification” of course we have an attorney at this 
table that probably would not agree with the use of that word “re- 
codification” to this type of legislation, but it has grown up over the 
years by various types of amendments. 

Senator Atxorr. Mr. Chairman, that is all I have to offer at this 
time and I appreciate very much your courtesy and also that of Sena- 
tor Thye. 

Senator Hottanp. Thank you very much. We were glad to have 
you. 

" (The statement referred to follows :) 


STATEMENT FrLep By J. B. McKeever, Vick Prestpent, First NATIONAL BANK OF 
Hotty, CoLo., AND AMERICAN STATE BANK, GRANADA, COLO. 


I am J. B. MeKeever, vice president of two banks located in Holly and Granada, 
Colo. Further, I serve as the president of the Southeastern Colorado Power Asso- 
ciation which has electric lines spread over 13 counties comprising about 28 town- 
ships in southeastern Colorado. I have been involved with the farmers’ problems 
of financing since 1933. At present, I own 280 acres of land and I act as an agent 
for several thousand acres of farming land. 

At present, the farmer of our area is in financial distress due to crop failures, 
and he has been unable to secure adequate financing to continue economical farm- 
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ing operations. Our farmer cannot secure loans on personal property from lend- 
ing agencies who are required by law and regulation to keep their assets abso- 
lutely liquid to meet the demands of the depositors. As an average, country lend- 
ing agencies do not have the capital structure to finance loans in excess of $10,000 
to $15,000 per individual borrower on agriculture loans. : 

Due to changes of the mechanization in agriculture, the young, stable family- 
type farmer cannot enter into a farming program unless he secures long-term 
financing from Government lending agencies. ; 

One can study the average age of farmers today and discover that there is a 
definite lack of young family-farmer ages. In other words, the young people are 
not staying on the farms because they lack the opportunity to be adequately 
financed. The young farmer boy and girl are going away from the farm instead 
of staying in the farming business. The general desirability of encouraging young 
people to stay on farms is too well recognized to need further discussion. 

At this time, the farmer is unable to secure financing from the Government 
lending agencies due to the present conglomeration of redtape and of loan types. 
It is imperative that the present Government lending agency loans be stream- 
lined to the utmost. The present law and supervisory regulations are extremely 
discouraging to any individual who comes in contact with the situation. The 
farmers have expressed to me that they grow old by the time funds are received. 

Most farmers do not know what is available to them in the way of Federal 
financing and it is most difficult for them to find out. Our farmers generally live 
many miles from the FHA office, and some must travel 100 to 200 miles over 
country roads. The FHA office is open for applications of new credit 1 day per 
5-day week. The other days are used to make inspections, process, and complete 
previous loan applications. Under the present set of laws and regulations, the 
FHA official cannot immediately determine how and under what loan conditions 
the requested credit is to be loaned. It takes several hours to complete the pres- 
ent application forms. The farmer usually spends 1 day in applying for a loan, 
1 day in presenting himself to the county lending committee, 1 day for FHA to 
inspect offered collateral, 1 day in signing the papers, and 1 day in starting the 
disbursement of the funds. 

Now at least one week seems to elapse between each of these outlined steps. 
Mail, transportation, clerical help, the 5-day workweek and the complexity of 
the laws, regulations, and forms, seem to be the factors slowing the processing of 
these loans with emphasis on the complexity of the forms. 

Actual experience indicates that loans cannot be processed and funds deliv- 
ered for use within less than a month to 6 weeks under the present operation. 
Often the time is much longer. In any revision of the existing laws it is my belief 
that loans to farmers and stockmen should not exceed a maximum of $25,000 for 
the original loan, and in the event that further financing is deemed to be needed 
the total amount should not exceed $35,000. The total term of all loans granted 
should not exceed 15 years from the date the original loan was made. 

I am in favor of 8. 3247, proposed by Senator Allott and others, because it is 
the only bill I have seen which goes to the root of the main problem: making 


loans simple, accessible, and speedily obtainable in the area Congress has desig- 
nated for farm loans. 


Thank you. 


Senator Hottanp. We next have a statement for the record by 
Senator Chavez which he has asked to have incorporated in the record 
as though read, along with five letters which he has asked authority 
to include, all of which will appear in the record. ; 

(The statement and letters are as follows :) 


UNITED STATES SENATE, 
COMMITTEE ON PuRLIc WorKs, 


May 17, 1956. 
Hon. Spessarp HoLLanp, 


United States, Senate, Washington, D. C. 


Dear Senator Hotiand: Because of the defense appropriation hearings, I 
will be unable to be present today te present testimony personally on the farm- 
credit proposals now before your subcommittee. 

The minority report of the Senate Committee on Agriculture very pointedly 
recommended against any higher feed-grain supports, and the President went to 
particular trouble to single sorghums and feed grains for special criticism. 
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As an alternative to depressed sorghum grain prices, which bear just about 
the lowest price supports, the Federal Government will have to move quickly 
with a farm-credit program which will provide the horizon that a realistic farm 
program should do. Attached are copies of five letters from responsible execu- 
tive officers of banks in Texas and New Mexico who have virtually declared that 
under the administration’s present program on grain sorghums the banks will 
not make any loans to producers of grain sorghums and will suggest these 
farmers go to the Government. 

I am quite sure that the President was unaware, as was the Senate Committee 
on Agriculture, that while the President was criticizing the feed-grain dealers 
and suggesting they would do better on their own, as did the minority report of 
the committee, that the private commercial sources of loans were suggesting 
they go back to the Government for relief. I think the subcommittee would be 
interested to know that these same letters from bankers have been made avail- 
able to the White House for study. 

I am not prepared to make definite suggestions at this time on any of the 
bills before the subcommittee. I was not aware that hearings would be held 
so soon. Just last week, I sent copies of the various farm-credit bills to farmers 
in New Mexico, asked that they hold group meetings, discuss the bills, settle on 
1 or 2 which they felt would answer their problems in part, and report what they 
want the New Mexico congressional delegation to support. These meetings are 
going on this week, and I should have a firm recommendation and justification 
to lay before this subcommittee on Monday of next week. 

I will appreciate your leaving the record and the subcommittee consideration 
open until next week in order that the views of farmers who are in very des- 
perate circumstances might be considered and acted upon. 

Sincerely, 
DENNIS CHAveEz, United States Senator. 


Sreourity State Bank, 


Farwell, Tew., April 23, 1956. 
Senator DENNIS CHAVEz, 


Senate Office Building, 
Washington, D.C. 


DeAR SENATOR CHAVEZ: As a small town banker, I thought you might be inter- 
ested in how the administration farm program is affecting our business, especially 
in relation to the support prices on grain sorghums. As you are aware, the 
continued drought has very seriously cut into our wheat allotments, since we 
have been unable to plant the past few years. Our cotton base has always been 
small, therefore, our principal farm crop in this area is grain sorghums. 

This is an irrigated area, and we have a very expensive production cost on all 
our crops, therefore about all the banks can do is to loan the farmers their oper- 
ating capital. The price of milo (net around $1.52 per hundred), just about 
meets the production cost, with no depreciation on machinery allowed. We are 
being especially careful in extending credit this year, because if a farmer is de- 
pending on grain sorghum, we know from experience last year, that he will be 
unable to meet his obligations this fall. 

We feel that the grain sorghum farmer is being discriminated against, in 
relation to the price set on corn, when we know that the feed value is about the 
same, 

Very truly yours, 
G. D. ANDERSON, President. 


First NATIONAL BANK oF BOovINA, 
Bovina, Tew., April 23, 1956. 
Senator DENNIS CHAVEZ, 
Washington, D. C. 


Dear Senator: I am taking this method of extending to you this banks sincere 
appreciation for your efforts in behalf of the grain sorghum growers of the 
Southwest. 

I, as a banker, have not in my twenty-odd years experience, seen prices more 
out of line in regard to cost of production in grain sorghums than they are today. 
As you know, the price of labor is rising every day, the price of machinery is 
rising even faster, and yet our grain sorghum is priced lower. 





FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 65 


We all know that the food value of grain sorghum is almost exactly equal that 
of corn, yet we are penalized on it because we are not in the Corn Belt, and do 
not count very much politically, and we feel we are entitled to a fair deal. 

Here in our western part of Texas we are probably having to depend upon 
the growing of grain sorghum, due our high altitude, and short seasons, for 80 
percent of our income. We have to pump water upwards of 300 feet to irrigate 
it, and under present prices it just can’t be done. 

In our immediate area there have been good farmers in the past 3 months te 
sell out their possessions and move east in hopes of finding day labor to sur- 
vive, for the simple reason that banks could not possibly make loans to produce 
the grain sorghums under present prices. 

I am asking that you check with the implement dealers and find out how it is 
affecting their sales, the auto dealers, the merchants, and others affected by it, 
and you can readily see what is in store for our economy a little farther down the 
road if it is not remedied immediately. 

We are requesting that you use your every influence to convince the Congress 
of the urgent necessity of alleviating this gross injustice, and give the American 
farmer a decent chance to keep on the farm and off the relief rolls. Please give 
us your help, for what we know is right and which is all we do ask for. 

Yours very truly, 
WARREN EMBREE, 
Vice President and Cashier. 


THE CLovis NATIONAL BANK, 
Clovis, N. Mea., April 23, 1956. 
Hon, DENNIS CHAVEZ, 
United States Senate, 
Washington, D. O. 


DEAR SENATOR CHAVEZ: You are well acquainted with our many farm problems 
in this area and are aware that the financial institutions are having to screen 
every application carefully to determine if we can continue loans to our farmers 
under the present price support of grain sorghums. 

We appreciate all the help that you have given us in the past and request 
that you continue your support and help in solving our problems. 

Yours very truly, 
Howarp V. Martin, Vice President. 


FRIONA STATE BANK, 
Friona, Tez., April 23, 1956. 
Hon. DENNIS CHAVEZ, 
United States Senator, 
Washington, D. 0. 

Dear SENATOR CHAVEZ: We appreciate your support on the farm bill which the 
President vetoed. We know you put in a lot of hard work on it only to see it 
vetoed. 

As you know our situation here is not very good. We feel that we are entitled 
to as much support as the farmers up north who are growing corn. We took 
a 25 percent cut in grain sorghum prices last year and unless something is done 
we will be under the same situation as far as price of grain this year. 

We have had to send several farmers to the FHA this year for farming ex- 
penses, that we had been able to lend money to in years past. The cost of 
producing grain in our territory is about $25 per acre, and harvesting expense 
is about $5. If the man is paying rent he is lucky if he has enough to live on 
after he has paid his notes. 

Any help you might be able to give us will be appreciated. 

Sincerely, 
CHARLES BE. ALLEN, Cashier. 
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THE First NATIONAL BANK OF HEREFORD, 
Hereford, Tex., April 25, 1956. 
Hon. DENNIS CHAVEz, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Deak Siz: The economy of our community is entirely dependent on agricul- 
ture and the principal crop in this area is grain sorghum. Our trade area is 
partially irrigated and partially nonirrigated and due to extreme drought for 
the past several years the nonirrigated area has had very little production. 

Through the years prior to 1955, we enjoyed a healthy economy and farmers 
were able to realize a reasonable profit on their production. In the fall of 1955 
the combined deposits of the loca] banks reflected a reduction of approximately 

2 million from those of a year earlier. This is almost exactly the estimated 
reduction in gross farm income attributable to reduced support prices for grain 
sorghums put into effect in 1955. As a result of this reduction in income and 
increased costs of production it is practically impossible for our producers to 
realize a profit from their operations. In most cases their operating funds have 
become exhausted and equipment is becoming wornout, without the necessary 
funds for replacement. You can readily see that this reduction in bank deposits, 
naturally, reduces the loanable funds available for assistance to our farmers, 
and farmers’ loan collateral is rapidly being reduced through wearing out of 
equipment and reduced values of growing crops. It has reached the point that 
a number of our farmers must operate entirely on borrowed funds as their cash 
reserves have been depleted. Without sufficient collateral it is impossible for 
banks to loan the required amounts. 

We feel that it is the responsibility of banks in agricultural communities to 
aid our farmers in every way possible but in line with good business practices 
and fairness to depositors, we cannot justify making loans required to produce 
crops which will not return a reasonable profit under favorable conditions, also 
taking into consideration the fact that we are always subject to adverse weather 
conditions which might result in damage or loss to the crop and make repay- 
ment of the loans impossible. 

As a result of not being able to operate at a profit and in some cases to finance 
their operations, some of our local farmers have already been forced to leave 
the farm and if present conditions are allowed to continue, a great number 
will be forced out of business within a short time. We believe that it is im- 
perative that some definife action be taken to bolster farm income. In our 
case, an increase in the prices of wheat and grain sorghums is desperately 
needed. 

Yours very truly, 
E. B. Heprick, President. 


(Supplementary statement filed by Senator Chavez is as follows :) 


Untitep STATES SENATE, 
COMMITTEE ON PuBLICc WORKS, 
May 23, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Ayriculture, 
United States Senate, Washington, D.C. 


DeaR SENATOR ELLENDER: With further reference to my statement of last 
week on the farm credit needs in New Mexico, I am pleased to submit addi- 
tional information. 

The farmers in eastern New Mexico apparently are united on Senate bill 
3429 by Senator Aiken, provided there are some amendments. The suggestions 
I am making herewith are the result of correspondence with interested farm 
groups in New Mexico and the product of 1 public meeting at which 123 farm- 
ers were in attendance. This meeting was held specifically to discuss pending 
legislation and to make one State recommendation to the Congress. 

I presume the Senator is familiar with the drought conditions in the South- 
west. To point up the seriousness of the problem, the last time it rained in 
Albuquerque was on February 3. The State Drought Committee of the Depart- 
ment of Agriculture has requested a designation of all New Mexico as a drought 
disaster area. I understand this was rejected here in Washington by Mr. Ken- 
neth Scott, who is in charge of the program. He rejected the recommendation 
of his own State committee and gave as his reason the fact that he had informa- 
tion from “other sources.” The attached clipping is brought to the subcom- 
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mittee’s attention with a request the Committee on Agriculture go into this mat- 
ter, and investigate the decision and needs. 

A second newspaper clipping covers the critical conditions which now exist in 
the State. This is the sixth straight year of drought, and I am sure that the 
Senate Committee on Agriculture will realize that under conditions like these 
the farmers are almost hopeless financially. I hope the committee will act 
favorably and soon upon a farm credit bill. I believe this is even more im- 
portant than the price support bill for the Southwestern States. 

The changes we in New Mexico would like to see made in S. 3429 may be 
simply stated as follows: 

1. Amend section 17 of the bill to authorize and direct the Farmers’ Home 
Administration to value land at normal prices or as near normal as is humanly 
possible. The reason for this amendment is that the 6 years of drought tend 
to becloud the appraisal and reduce the value to a point where the obtaining 
of a satisfactory loan is extremely difficult. Therefore, I propose after the 
word “fulfill” in section 17 that we add the following: 

“Provided, however, That (i) the total principal indebtedness of any appli- 
cant at any one time shall not exceed the fair and reasonable value, based on 
earning capacity or normal market value, of the applicant’s farm and the fair 
and reasonable market value of his chattels which have security value, less the 
outstanding balance of any liens not refinanced hereunder; and that (ii) such 
loans secured only by chattel liens shall be repayable within the normal useful 
life of the chattels or at the normal marketing time therefor, and loans secured 
by real estate mortgages shall be repayable in not to exceed forty years; And 
provided further, That on emergency loans to farmers because of drought or 
other acts of nature, that fair and reasonable value based on earning capacity 
be estimated on the basis of normal conditions and not on the assumption that 
the disaster will continue or reoccur.” 

2. I am sure the committee knows that after 6 years of virtual disaster, the 
operating funds for the farmers are almost exhausted. I pointed this out in my 
first statement to the subcommittee and entered into the record letters from 
bankers in eastern New Mexico and west Texas who said they could not make 
loans at the present price-support programs in that area, particularly on sor- 
ghum grains. It is imperative that operating funds be made available to the 
New Mexico farmers and ranchers. It is also imperative that we give him the 
opportunity to get on his feet. If the farmer can get on his feet, perhaps he 
would be better able to withstand the readjustments of the present administra- 
tion’s farm program. To help him get this breather, I want to strongly suggest 
that we apply to the farmers and ranchers the same assistance we have given 
in the past to the irrigation districts where they ran into financial difficulties, 
not of their own making but because of natural conditions. Therefore, I wish 
to suggest that at the proper place in the bill, we should insert the following; 


“MORATORIUM ON REPAYMENT OF LOANS IN DISASTER AREAS 


“Sec. —. (a) With respect to any person who (1) lives within an area which 
in the past five years has suffered a major disaster, determined by the President 
under the Act of September 30, 1950, as amended (42 U. 8S. ©. 1855-1855g¢), (2) is 
obligated to the United States for any loan administered by the Farmers’ Home 
Administration, and (3) applies to the Farmers’ Home Administration prior to 
January 1, 1957, for relief under this section, the Secretary of Agriculture is 
authorized to extend the period of repayment with respect to any such loan for 
a period of three years, and shall require no payments on any such loan for the 
years 1956, 1957 and 1958, if the Secretary finds that as a result of any such 
(lisaster the applicant is, at the time of the application, unable to meet the pay- 
ments on such loan without undue hardship. 

“(b) The provisions of this Act shall not apply with respect to any loan made 
after the date of enactment of this Act.” 

There is ample precedent for this moratorium. I do not suggest that we erase 
any financial debt or responsibility to the Federal Government. What I do sug- 
gest is that we merely give him 3 years free of interest and principle and add 
these 3 deferred vears to the end of the present loan. 

3. Other reconmended changes are in section 21. Briefly, they are: 

Section 21, page 6, paragraph b, line 7: Change figures “$10,000” to “$15,000”. 

Section 21B, line 8, change “10 per centum” to “20 per centum”, 

Section 21B, line 12, change amount “$10,000” to “$15,000”. 

Section 21B, line 13, change amount “$20,000” to “$25,000”. 





68 FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 


Section 21D, line 19, change word “seven” to “ten”. 

Section 21D, line 25, change word “ten” to “fifteen”. 

These amendments would enable farmers who have been victims of prolonged 
drought to get loans, where justified, up to $15,000 instead of $10,000. This would 
be of very great help to the Western States. We need the extension from 7 to 10 
years because farmers in eastern New Mexico have now been operating under 
drought conditions for 6 years and if only 1 year were remaining, they would be 
seriously handicapped. 

I want to invite the subcommittee’s attention to the attached copy of a letter 
from Guy H. Walden of the First National Bank at Sudan, Tex. You will note 
in there that the banks are now under pressure from the Federal bank examiners 
to call in notes on farmers with whom they have gone the limit; thus the bank- 
ing avenue for financing seems to be a tightening one and a decreasing one. I 
hope the subcommittee will weigh this point very carefully because the declining 
price program, coupled with the shrinking credit program is a vice in which 
farmers and ranchers of New Mexico are caught, and only through legislation 
ean we bring the aid which is needed. 

The Farmers’ Home Administration appears to be inadequate to meet any 
conditions which occur over any extended period of time. At my request the 
farmers of Melrose, N. Mex., met with the Farmers’ Home Administration official 
from both the State office and the Washington office. You will note from the at- 
tached clipping the FHA can do nothing under existing authority. The sub- 
committee may be interested to know that in one county in New Mexico, it is 
estimated during the current fiscal year fully 40 farmers who have loans with 
FHA will have liquidated their operations. This does not mean the Farmers’ 
Home Administration has closed them. It merely means the farmers were faced 
with the alternatives of being foreclosed upon or liquidating the matter them- 
selves. I am sure they liquidated under pressure and duress and that it is 
entered in the books as voluntary, but I do not believe any of them would have 
given up if there had been any hope at all anywhere. 

I also invite the ecommittee’s attention to the attached letter from Mr. Stuart 
Stirling who has been in the extension work for a great many years and is the 
county agent for Grant County, N. Mex. Mr. Stirling is a man who has ob- 
served agriculture for over 30 years, and I think his opinions and his warning 
are well worthy of the serious consideration of the committee. 

Sincerely, 
DENNIS CHAVEZ, 
United States Senator. 


12 Counties ALREADY CLASSED—DrovuGHT DISASTER STATUS SOUGHT FOR WHOLE 
STATE 


ALBUQUERQUE (UP).—The State drought committee has asked the United 
States Department of Agriculture to designate all of New Mexico as a drought 
disaster area it was revealed Thursday. 

Committee Chairman H. M. Rickman of La Mesa said drought conditions on 
the State’s farm and ranch lands had grown steadily worse and now warranted a 
renewal of the program. 

The State was removed from the drought emergency list last summer after 
a series of heavy rains helped conditions immeasurably. But moisture since 
then has been very slim. Twelve counties have already been reinstated in the 
program. 

The situation now engulfs the State. The United States Department of Agri- 
culture at Las Cruces said Wednesday that unless moisture is received soon, 
there would be no place in New Mexico tbat will have enough moisture to bring 
along spring grasses. 

Under terms of the program, ranchers receive $1 per hundredweight on retail 
purchases of surplus feed grains, including barley, grain sorghums, and corn. 

Richman said the committee had received countless requests from New Mexico 
counties for reinstatement. Already reinstated were Curry, DeBaca, Roosevelt, 
Valencia, Union, Miguel, Santa Fe, Torance, Guadalupe, Quay, Harding, and 
Mora. The remaining 20 counties were to be considered by this latest request. 

The State’s drought conditions were reflected by the moisture conditions here. 
The last moisture was recorded in Albuquerque last February 3—102 days ago. 
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Simms DEMANDS To Know Wuy Drovcnut PLeA REFUSED 


Santa Fr, N. Mex. (UP)—Gov. John F. Simms demanded Saturday that 
Agriculture Secretary Ezra Taft Benson explain the action of a Department 
official in turning down a plea that 10 New Mexico counties be designated 
drought disaster areas. 

The action was disclosed even as the State drought committee was urging that 
the.entire State be designated a disaster area. 

It had been assumed by State officials that the 10 counties for whom the 
designation was asked previously, already had been approved. 

But Simms, in a telegram to Benson, said that K. L. Scott of the USDA’s credit 
services, had refused to follow the recommendations of the State drought com- 
mittee regarding the 10 counties and had reported even that he had independent 
sources of information which claimed that New Mexico was not in an emergency 
condition. 

WORST CONDITION IN YEARS 


“IT would like to know the sources of this erroneous information and the reason 
for bypassing the State committee which is responsible for advising the Depart- 
ment,” Simms wired. 

“New Mexico is in its worst drought condition in many years and assistance 
is urgently needed,” he said. 

Simms told Benson he wanted to hear from the Secretary himself on what 
action he planned to take. 


RECOMMENDATION OVERRULED 


Simms said that Department official Harvey Dahl, after a personal inspection, 
early this year recommended that the 10 counties be designated drought areas, 
but the was overruled by Scott and the National Drought Committee. 

Simms said Scott, Friday, informed the State drought committee he was getting 
information from other sources. 

Earlier this week the State drought committee had wired the Department 
that drought conditions were so bad it recommended that the entire State be 
placed on the drought disaster list to make farmers and ranchers eligible for aid 
in obtaining feed. 

Simms said in his wire to Benson he was “astounded” to learn that Seott had 
refused to follow the recommendations of the State drought committee. 


FHA Drrectror Has ANSWERS—AREA FARMERS, RANCHERS CRITICAL OF HoME 
ADMINISTRATION, UNITED STATES DEPARTMENT OF AGRICULTURE 


Farmers and ranchers in this area of northern New Mexico leveled consider- 
able criticism at the Farmers’ Home Administration and the United States De- 
partment of Agriculture at Melrose Wednesday night, but Steven C. Hughes, 
director of the loan division of FHA, had an answer to most everything asked 
him. 

Some 225-250 persons, even more than were present in the Melrose City Hall 
Monday night for a preliminary session, were on hand Wednesday night. Ed 
Comer, Melrose businessman who was named chairman for the meeting at Mon- 
day’s gathering, had a set of questions already prepared—dquestions that just 
about covered the situation from beginning to end. Bight to ten persons asked 
questions from the floor. 

Hughes, from Washington, D. C. was accompanied by B. B. Atchley of Al- 
buquerque, N. Mex., FHA administrator; Robert Marshall, area 5 supervisor; 
F. R. Harris of the Portales FHA office; and Kelley Gray, Clovis FHA director. 
Gray introduced the visitors. 

Also in attendance at the meeting were Claud Thomas and Ben Davidson, 
two members of the local FHA committee. 

Hughes explained the basic principles under which FHA operates. Pri- 
marily they are “We will not make a loan if one is available at reasonable rates 
and terms from any other source,” and “We have no authority to make a loan 
unless FHA officials can certify that a farm family has a reasonable chance to 
succeed.” 
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Questions asked included one by a farmer, reading from an FHA release is- 
sued when the program went into effect last year, that “under certain circum- 
stances” FHA could make refinancing loans. Hughes answered this by saying it 
was administratively impossible to determine those “certain circumstances.” 
He did say there was no room in the present setup for refinancing this year. 

Comer, speaking on behalf of Melrose, compared the town to a person with 
cancer—“Our community is gradually dying as a result of 7 years of drought. 
We need help now, and if you can see us through this period we can come back.” 
The statement reminded one of a remark made in a national magazine about a 
year ago that “Melrose was like a graveyard with lights.” 

One farmer pointed out that he understood the Great Plains program would 
be a boon to farmers in this part of the country, but now the administrators feel 
they would be doing the borrowers an injustice by lending them more money 
“Some of us are third-generation farmers in this country,” he said, and we 
know what our land can do with enough moisture—it’ll come back.” 

He recalled that in the late 1940’s, having paid high income taxes on the last 
good crops, the farmers had no cash reserves to see them through the drought 
years that have followed. He stated he did not think the FHA program had 
anything for answering the farmers’ greatest need. 

Howard Martin of the Clovis National Bank told Hughes he believed certain 
factors could be detracting from the FHA program. He said he could cite 
cases in which provisions in the law had been interpreted differently in Texas 
and New Mexico—that money seemed to be no object in Texas, and that he 
felt there was not adequate personnel to handle the large volume of loans 
in the drought area. 

Hughes said that interpretation of the laws should be uniform over the Na- 
tion, and that the Texas situation must be looked into. He admitted that many 
FHA offices are understaffed and that the workload might have resulted in im- 
proper interpretations. 

Everybody got a grim laugh out of a question asked in regard to “What does 
FHA do in case of floods?”’, knowing full well there was little likelihood of 
such a thing happening in this area. Most knew immediately what the next 
comment would be—‘Flood victims get immediate relief, while we've been wait- 
ing for 7 years for a financing program.” 

Hughes said that many persons, even in flood areas, had been turned down 
just as those in drought areas have been refused. He admitted that drought 
was just as much of a disaster as flood, but legislation would have to be changed 
before anything could be done. 


Sitver Crry, N. Mex., May 18, 1956. 
Hon. DENNIS CHAVEZ, 
United States Senate, 
Washington, D. C. 

Dear SENATOR CHaAvez: I recently received your newsletter concerning the 
serious situation that agriculture has been in and still is. Your suggestion con- 
cerning long-time credit for farmers, I believe, will help more than anything 
that has been proposed up to now. 

Back in 1916 and 1917, when the land banks were started, irrigated land was 
evaluated at from $60 to $80 an acre; that time has passed. However, the land 
banks of the United States served a great purpose. Farmers had 32 years to pay 
this loan back. These loans took us through 2 world wars, 2 short sharp depres- 
sions, and then the depression of the 1930’s. In New Mexico practically 100 per- 
cent of these loans were repaid. However, we now face another day with much 
greater problems. Farmers have terraced their fields, they have leveled them at 
a cost of sometimes $120 to $150 per acre. If we could set a new valuation on 
farmlands so that a farmer could put all his indebtedness under 1 loan agency 
with 30 years to pay this debt back, it would do more for the American farmer 
than anything suggested yet. 

As the situation stands today the American farmer and ranchman as a group 
face bankruptcy. A loan of this type would give them a certain amount of as- 
surance that they themselves could control surpluses by not joining the rat 
race of overproduction. As long as low prices prevail farmers must produce 
quantity in order to get by. 
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Failure to set up a long-time credit policy, with an increased value put on 
land, will soon place the farmer in the same category as the peasant or the peon, 
for as matters stand now they are drifting into a socialized type of agriculture. 

I am, 

Yours very truly, 
STUART STIRLING, 
County Extension Agent. 


THe First NATIONAL BANK OF SUDAN, 
Sudan, Tezx., May 15, 1956. 
Senator DENNIS CHAVEZ, 
Senate Office Building, 
Washington, D.C. 


My Dear Senator: Contrary to the Farmers’ Home Administration and other 
Agriculture Department officials belief, or perhaps interest, in our drought- 
stricken farmers and stockmen, time has come they must have immediate assist- 
ance and you good Congressmen and Senators are the only people in a position 
to aid them. 

We are sure you have heard of the extended drought and wind erosion condi- 
tion of parts of New Mexico, Colorado, Texas, Oklahoma, and Kansas which 
continues unabated. Banks have stayed with these farmers and stockmen as long 
as their examiners will permit and who are now beginning to charge a number 
of these good people’s notes out of their banks. If this present condition con- 
tinues, there is going to be serious repercussion among these people and the banks. 

Our State Department continues to ask for foreign aid funds, which we protest 
the granting of, until our own taxpaying and voting citizens are given the assur- 
ance that their own Government will keep them from losing their farms and 
other property. After all, these foreign aids must be paid by our people and how 
on earth can this condition exist when our first God-given resources are being 
neglected as they are. Seems to us that any Government official should know 
this. 

Unless you fine people representing the American people take this problem in 
your own hands and pass the laws necessary to help these distressed people, our 
whole economy is going bankrupt. 

Thanking you and with best wishes and kindest regards, we remain, 

Cordially and sincerely, 
Guy H. WALDEN, 
Chairman of the Board and President. 


Senator Hottanp. We next have a request from Senator Langer. 
A statement which is in the course of preparation by him will be in- 
corporated in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT FILep spy Hon. WrtLIAM LANGER, A UNITED STATES SENATOR FROM 
THE STATE OF NorRTH DAKOTA 


I am very much interested in these measures for I believe it is very desirable 
legislation. SS. 3247 particularly interests me as it is very similar to S. 1912 
which I joined Senator Allott in sponsoring in May of 1955. 

The situation which this bill would help considerably to correct is a common 
one in North Dakota. Time and time again reports will reach me from agencies 
in North Dakota such as the Farmers’ Home Administration stating that a loan 
has had to be denied to some farmer since it appeared to them that such a loan 
was only for the purpose of refinancing existing indebtedness and their regula- 
tions prevented their financing such an arrangement. Here is a perfect example 
of an agency’s hands being tied in the fece of one aspect of a problem they are 
supposed to relieve. These improvements in farm credit would do much to help 
hundreds of people maintain their farms and prevent the further disappearance 
of the small farmers. 


Senator Hottanp. Congressman Coon, we will be glad to hear from 
you, sir. 
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STATEMENT OF HON. SAM COON, REPRESENTATIVE IN CONGRESS 
FROM THE SECOND CONGRESSIONAL DISTRICT OF OREGON 


Mr. Coon. Mr. Chairman, I am Sam Coon and I represent the Sec- 

ond District of Oregon. Iam very grateful for the opportunity to ap- 
year before you here this morning in support of eva to provide 
financial assistance for the rehabilitation or orchards destroyed or 
damaged by natural disaster. 

My support of this legislation is prompted by the needs of the 
disaster area around Milton-Freewater in Umatilla County, Oreg., in 
my district, and across the State line in Walla Walla County, Wash. 

Senator Hotianp. You are speaking to S. 3650? 

Mr. Coon. Yes, sir. 

Bad freezes there last winter wiped out many orchards. Many of 
these are on small acreages and on rocky ground poorly suited for 
other crops. 

According to an article in the Walla Walla newspaper, 1,275 acres of 
apple orchards suffered at least 75 percent damage; at least 90 percent 
of all prune trees were killed at 2,000 acres; and 225 acres of cherries 
are counted a 100 percent loss. 

Three million dollars is the estimated loss in trees killed, plus the 
cost of replanting, grafting stumps, and bringing the orchards back 
into production. The loss of income to the orchardists during the 
next 6 years is estimated at $6 million. 

Many of the fruit growers just do not have the money or credit 
to get their orchards back into production. The Farmers’ Home Ad- 
ministration has made emergency loans available. However, a 10- 
year loan is not long-term credit enough when it takes 6 to 8 years to 
get an orchard back into production. Longer credit is needed with 
a period of grace before payments need be made—as many orchardists 
will have little farm income until their trees come into production— 
and must depend on outside income until that time. 

Direct emergency assistance would be of great benefit to these 
victims of disaster. It appears unlikely that soil-bank legislation now 
under consideration would apply to orchard land—either being taken 
out of production, or being put back into production. There is a very 
good argument that planting orchard trees is a soil-conserving meas- 
ure—as are other practices for which farmers will be paid. Direct 
emergency assistance to orchardists who are freeze victims can be con- 
sidered a disaster-relief measure. 

I sincerely hope that the committee will give favorable considera- 
tion to helping these orchardists, in an area where orchards have 
succeeded over a long period of time, but who are up against it now, 
through no fault of their own. 

That concludes my statement, Mr. Chairman. 

Senator Hotianp. All right. Thank you. 

I may say we had not expected to have statements on S. 3850 but 
were asked by Senator Morse to hear the testimony of someone who 
had come over from the Northwest who I understand is here. We will 
be glad to hear him later. 

S: 3850 was not included within the group of bills relating to the 
same subject-matter which were being heard together. 
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This is a little different approach, long-range credit where tree crops 
are destroyed. 

Mr. Coon. I realized that and I appreciate the committee giving us 
the time this morning. 

Senator HoLLanp. Senator Neuberger is here and I understand that 
Mr. Glenn Gibbons is the man you w anted to have heard and we will 
hear him before the hearings conclude tod: Ly. 

Senator Neuberger is on the bill on which Mr. Gib bons will testify. 
I would suggest that, if you don’t mind, that your apperance come at 
a later date bec ‘ause we have a great number of witnesses here and we 
had not expected to have hearings on this bill. It was included only by 
the staff without my knowledge last night at the request of Senator 
Morse because you have a gentleman here whom we are to hear. 

Senator Neusercer. I was going to be present with Mr. Gibbons. 

Senator Hotianp. If you so ) desire you may tell us what you would 
like about him and he will be heard before we get through today, but 
there are witnesses who were scheduled ahead of him. 

Is Mr. Gibbons here? 

Senator Neuperger. Yes, he is. 

Senator Hottanp. You may present him now, and your statement 
will appear in the record immediately prior to his testimony. We 
could not take him up ahead of others who have been scheduled a 
long while. 

Senator Neusercer. I would just like to get this straight. My office 
was informed that we were supposed to be on at 10:45. 

Mr. Kenpauu. In case we got through earlier. 

Senator Hotxtanp. I hope we have not inconvenienced you. We are 
trying to be of assistance to you people from Oregon. You are a long 
way from home and if you have a witness here we want to hear him 
today. But we are working that in as a matter of convenience to you 
and to him and as a matter of cour tesy to the Oregon delegation. 

Senator Neusercer. We would appreciate it “if you could hear Mr. 
Gibbons while he is here. 

Senator Hottanp, We certainly shall. That is the purpose of add- 
ing him to the agenda for today. But we cannot displace others who 
have been long set. And as I say, Senator, this witness is not testify- 
ing on a bill which is on the agenda for today. He was put on the list 
to ‘testify sometime yesterday as I understood this morning. I was tied 
up in appropriation matters and Senator Morse requested that he be 
heard and we are very glad that the staff did put this witness on. He 
will be heard before we get through. 

Senator NEUBERGER. Thank you very much. 

Senator Hortanp. Also, if you have a statement, it can be incor- 
porated. We do not expect to be through our hearings today. 

Senator Neupercer. All right; thank you very much. 

Senator HottaNnp. The next witness is Mr. Kenneth L. Scott, Diree- 
tor, Agricultural Credit Services, who, I understand, has with him Mr. 
McLeaish, Administrator, Farmers’ Home Administration, Mr. How- 
ard V. Campbell, Farmers Home Division, Office of the General Coun- 
sel, and Mr. H. C. Smith, Deputy Administrator, FHA. 

We will be pleased to hear from you now. 
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STATEMENTS OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES; R. B. McLEAISH, ADMINISTRATOR, FARMERS’ 
HOME ADMINISTRATION; AND HENRY C. SMITH, DEPUTY ADMIN- 
ISTRATOR, FARMERS’ HOME ADMINISTRATION, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Scorr. Mr. Chairman, we appreciate this opportunity to discuss 
the several legislative proposals to broaden the lending authorities of 
the Farmers’ Home Administration to meet the necessary credit re- 
quirements of farmers who cannot obtain needed credit from other 
sources. 

First, I would like to discuss the amendments to the Bankhead-J ones 
Farm Tenant Act which have been recommended by the Department 
and which are embodied in full in S. 3429. Briefly, S. 3429 would 
accomplish the following : 

Title I loans could be made to refinance debts until June 30, 1959, 
with a limitation of $50 million for insured refinancing loans during 
any fiscal year. We would not intend to use this refinancing authority 
when there is any other feasible way to take care of the debt situation 
by modification of terms of existing loans. 

Finance the essential credit needs of owner-operators of farms that 
are insufficient in size to adequately meet the requirements of the fam- 
ily and therefore the farm income needs to be supplemented by off- 
farm work. This authority would not be used where it is possible 
under the present provisions to enlarge the size of the farm. Loans 
under this authority would be restricted to owner-operators who have 
an adequate farm background and evidence a determination to be sub- 
stantially engaged in farming. It is not the intention to finance town 
people who merely reside in a rural area, This authority would be 
particularly helpful in carrying out the purposes of the rural develop- 
ment program. 

Remove the present restriction on title IT loans to amounts not in 
excess of the average value of efficient family-type farm units in a 
particular county in order that loans may be made on all eligible 
family-type farms. This authority would be used only for farm devel- 
opment and refinancing loans. It is the intention to continue by ad- 
ministrative regulations to limit loans for the acquisition of farms to 
those with a value not greater than the average of efficient family-type 
farms in the county. 

Authorize the making of insured loans in amounts not in excess of 
the fair and reasonable value of the farm as certified by the county 
committee. These insured loans are now limited to 90 percent of that 
value although loans made from appropriated funds have for a num- 
ber of years Geen successfully made without this 90-percent limitation. 
This proposed authorization is very important if we are to utilize 
fully the insured loan authority contained in the bill. The use of the 
insured loan authority on the same basis as the direct authority would 
strengthen and increase the Agency’s lending resources. Except for 
the 90-percent limitation on the size of the loan, there is no difference 
between a direct loan and an insured loan. However, many deserving 
applicants cannot qualify for an insured loan because of the 90-percent 
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working capital resources in order to secure the 10 percent necessary 
to qualify. The result is that they have little remaining operating 
capital. 

The authority for the making of insured loans under title I would 
be increased from $100 million to $125 million per year. 

Permit some discretion in the making of title IT loans by providing 
that not more than 10 percent of the available funds may be used to 
finance family-type farmers and ranchers whose nec essary credit needs 
exceed the existing $10,000 limitation. The average size of title II 
loans has been running about $3,500. It has been impossible, however, 
to finance quite a number of family-type farms and ranches which 
meet all the eligibility standards yet whose credit requirements for 
operating funds exceed $10,000. This provision would permit the 
making of loans up to a total principal indebtedness limitation of 
$20,000. 

Occasionally, for reasons entirely beyond the control of the bor- 
rower, it is not possible to effect an orderly repayment of a title II loan 
within the present limitation of 7 years. This bill would authorize 
exceptions to the 7-year rule in justifiable circumstances on a year-to- 
vear basis for a maximum of 3 additional years. 

To further enable the Farmers’ Home Administration to remain 
noncompetitive with other sources of credit, this bill would, in de- 
scribing the criteria for determining the availability of credit, substi- 
tute “reasonable rates and terms” rather than the present provision 

“not exceeding the rate of 5 per centum per annum.” Most real-estate- 
type loans can be secured from private and cooperative lenders at a 
rate of 5 percent or less, but operating loans from conventional lenders 
in many communities have been and ‘still are made at interest rates in 
excess of 5 percent. The present 5 percent criteria in the law does 
not sufficiently recognize the prevailing practice in many communi- 
ties. We believe the phrase “reasonable rates and terms” would be ¢ 
much better test. 

Second, I would like to discuss S. 3559 which has been recommended 
by the administration and which amends Public Law 727, 83d Con- 
gress. The provisions of this bill are urgently needed to relieve a 
current situation. The present act authorizes emer gency loans for any 
agricultural purpose, except for refinancing of existing indebtedness, 
in a total amount of not to exceed $15 million. This authority may be 
used in any area where the Secretary determines there is a need for 
credit which cannot be met from commercial banks, cooperative lend- 
ing agencies, the Farmers’ Home Administration under its other pro- 
grams, or other responsible sources. Loans were first made under 
this authority in fiscal year 1955, and about $1,500,000 was obligated. 
During this fiseal year many areas have been designated as eligible for 
loans and the balance of $15 million was exhausted on May 7, 1956. 
It was necessary for the Farmers’ Home Administration to cut off lend- 
ing very abruptly, while many applications were pending and loan 
dockets were being completed. 

S. 3559 would extend the ae for these emergency loans to 
June 30, 1959, and would authorize the lending of an additional $50 
million after the passage of the amendment. Funds for these loans 
are derived from the revolving fund from which other emergency 
loans are made under Public Law 38. There are ample funds in the 
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revolving fund to continue making loans whenever this legislation is 
enacted, 

The Department has had an opportunity to report on most of the 
bills now pending before the committee. The provisions of those 
which would amend the Bankhead-Jones Farm Tenant Act seek gen- 
erally to accomplish the same objectives as S. 3429. We believe, from 
our operating experience, that there is ample authority in S. 3429 
to take care of any of the needs sought to be satisfied with the other 
bills. Also, we believe that the proposed amendments to Public Law 
727 contained in 8. 8559 are adequate to strengthen the Department’s 
general emergency lending authority as needed. 

Perhaps it might be of interest to you, Senator, for me to mention 
just briefly some of the background considerations of our recommen- 
dations and some of the principles that we tried to keep in mind in 
shaping up these recommendations. 

I think the most important single thing in our mind was that it is, 
of course, in the interest of farm people who have to borrow to stay 
to the extent they can with the regular place where they have been 
getting their credit. ‘This business of bumping them around from one 
place to another, moving them out into FHA for a little bit and mov- 
ing them back is certainly trying and costly and very disturbing to 
farm people. 

We have tried to think of what we could do under the authority 
which the Congress has given us, to help other creditors, principally 
banks and farm credit institutions, being major sources of agricul- 
tural credit, to enable them to go along and carry on with the people 
that they are doing business with and with which they are of course 
very familiar. 

The other thing, we have had several public meetings around in 
different States. We, of course, as you would know, have checked with 
our Farmers’ Home Administration people throughout the States, par- 
ticularly, and we tried to get as good an understanding of the real 
credit situation as we could. 

To these public meetings, we have invited representatives of all the 
farm organizations and the agricultural committees of the State bank- 
ers association. We have had some of the members of the National 
Bankers Association; Mr. Shepherdson, of the Federal Reserve, has 
been working closely with us; but all of that for the purpose of trying 
to determine just what need there is for supplemental credit, keeping 
in mind that Congress has cut out this field for us. I want to assure 
you we have no reluctance at all to continue in our thinking along the 
lines of extra-risk credit which the Congress has authorized this agency 
to extend and with which I think they are doing a very effective job. 

So these recommendations, in our judgment, will keep the Farm- 
ers’ Home Administration continually in the supplemental credit 
field. We have tried to keep it from becoming competitive in any 
way with other lenders. We have certainly had in mind that this 
cost-price squeeze which we are all so conscious of has created some 
real credit problems, and some additional ones. We have felt that 
the two principal sources of agricultural credit, the commercial banks 
and Farm Credit Administration, certainly have lots of resources 
and we think that we should not recommend additional authority for 
the Farmers’ Home Administration that would have as its purpose 
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the refinancing of debts which there is every reason to believe could 
be continued in their present source. It has been our purpose to make 
recommendations that would enable the Farmers’ Home Administra- 
tion, in justifiable cases, in hardship cases, certainly, to do some 
necessary refinancing. 

Senator Hot.tanp. Stated briefly, you do not want to do violence 
to the field of operation of the commercial banks or the institutions 
in the Farm Credit Administration. 

Mr. Scorr. That is entirely right. 

Senator Hotnanp. But you do want to make it possible to render 
quicker service, better service, and larger service to those farm people 
who do not come within the two groups mentioned—those who have 
credit from commercial banks, and from units of the Farm Credit 
Administration. 

Mr. Scorr. That is right, Senator. 

Where we find in discussions of individual cases with local banks 
and the local PCA, that it is clear that they cannot within their 
policies go further, in those instances with the other qualifications 
being adequate for eligibility, we would expect to do some refinancing 
of existing debts. 

With that background, I have only to refer to the statement which 
is in the record, 

Senator Hoxitanp. Well, I have already commented for the rec- 
ord that the Department seems to prefer 5. 3249 in the field of emer- 
gency credit. 

Mr. Scorr. That is correct. Those are the recommendations which 
we have. 

Mr. McLxaisn, S. 3249 is the Bankhead-Jones type of credit. The 
bill, if 1 might interrupt, that emergency credit is S. 3559. 

Mr. Scorr. We have made two recommendations. 

Senator Hotitanp. The statement of the witness seems to relate to 

. 3249. 

Mr. Scorr. Over on page 4, Mr. Chairman, the statement picks up 
S. 3559. 

Senator Hotuanp. Let’s talk about S. 3249 first. Under title I of 
that bill, loans could be made to refinance debts until June 30, 1959, 
with a limitation of $50 million for insured refinancing loans during 
any fiscal year. 

You favor that provision, do you? 

Mr. Scorr. Yes. 

Senator Hotianp. Is the $50 million of authority given under that 
title I adequate for a year’s coverage of that particular field of need? 

Mr. Scorr. We feel it is, Mr. Chairman. 

Senator Hotuanp. Is that all new? 

Mr. Scorr. This would be new authority that we are seeking, au- 
thority to make loans solely for the purpose of refinancing, where we 
now do not have that authority. We think that the emergency credit 
situation which now exists justifies our seeking that authority for 
this temporary period. 

Senator Hornanp. You mean refinancing under the Bankhead- 
Jones Tenant Act, or do you mean refinancing loans to existing banks 
and through Farm Credit Administration ? 

Mr. Scorr. They could be existing debts, outstanding debts. 
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Senator Hotianp. Of this kind? 

Mr. Scorr. That’s right, sir. 

Senator Hotianp. All right. Now, your second point is that under 
S. 3429 you would be able to finance the essential credit needs of own- 
er-operators of farms insufficient in size to adequately meet the re- 
quirements of the family, therefore requiring that off-farm work be 
done by some members of the family to supplement farm income. 

Mr. Scorr. Yes. We think there is a very real need for this. It 
would be the purpose, wherever possible, to use our present authority 
and the present policies to enlarge the farms and get them on to a 
basis of being entirely self-sustaining. 

Senator Hottanp. What part of the 5. 3429 would cover that field ¢ 
The statement is not clear on it. 

Mr. Smrru. It would be a beginning on line 24, on page 2 of the 
act, sir. The language following from that line down through line 
6 on page 3, providing the Secretary of Agriculture with authority 
to insure real estate loans, on less than adequate units. 

Senator Hottanp. Beginning where on page 2 ¢ 

Mr. Siri. Line 24, bottom of the page. Beginning with section 2. 

Senator Ho~ttanp. What would be the limit of the loans that could 
be made under that part of the act ? 

Mr. Smrru. They would carry the same limitations as are pertinent 
to the title I loans. In other words, they would be limited by approvals 
by county committees and the other limitations that are contained in 
the general provisions for title I loans, the only difference being that 
the loan could be made on a unit that was less than a full family-type 
unit, 

Senator Hotianp. This would open up a new field of farm bor- 
rowers not now able to be served by the act, is that what you mean ¢ 

Mr. Sarrn. There are two principal objectives that the Department 
is trying to accomplish in this particular section. 

If enacted, the loans that have normally been made by the agency 
under title V of the Housing Act of 1949 commonly referred tO as 
rural housing loans, woud be made pursuant to this section. Many of 
those loans were made on units that were actually less than family- 
size farms. 

In addition, this authority would permit the Department to round 
out its credit program in connection with the rural development 
program. 

Senator Hotitanp. Then the $50 million that you have mentioned 
already applies only to refinancing ? 

Mr. Smirnu. That is right. 

Senator Hotianp. This second item applies to enlargement of the 
field of activity of it? 

Mr. Smrru. Title I. 

Senator Hotianp. Title I? 

Mr. Smiru. That is right. 

Senator Hottanp. Gives you greater authority than you now have? 

Mr. Smrru. That’s right. 

Senator Hotitanp. You felt the need of that additional authority 
to help meet the problems, credit problems of farms that are not big 
enough to be self-sustaining family unit, is that right ? 

Mr. McLeaisu. Senator, if I may interject there, this is an attempt 
to do what Senator Stennis is attempting to do under his bill. 
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Senator Hotzianp. All right, sir. 

Now, the third point you make on this particular bill, S. 3429, is 
that it would remove present restriction on title I loans’ ts ‘amounts 
not in excess of the average value of the efficient family-type farm 
units in a particular county. 

Is that removal of the present restriction necessitated by item 2 
which you have just mentioned above ? 

Mr. Scorr. That is just to broaden our authority. In other words, 
the way the law stands now, Mr. Chairman, we have to stop at the 
level of what is determined to be the average valuation of an efficient 
family-type farm. We go up halfway in the group and those above 
that, still being efficient family-type farms, are excluded from assist- 
ance. 

Now we think that is a very proper and sound restriction when it 
comes to the acquisition of farms. But we find from experience that 
there are a good many people still in this family-type size who need 
some assistance in enlarging their farming business, short of acquir- 

ng more land, need some assistance in the refinanci ing of debts, and 

so forth, everything that we are authorized to do short of enlarging 
the acreage of the ‘farm. In the light of our experience, we felt it 
was desirable to seek this additional authority so that we might finance 
all eligible family-type operators and not stop at the average value of 
such farms in a county. 

Senator Hotianp. Would the restriction still apply that if the 
farmers in that upper half, or the family-unit farms, could get com- 
merical bank credit or Farm Credit Administration service, that they 
would not be eligible for your loans ¢ 

Mr. Scorr. That is basic to all of our loans; yes, indeed, sir. 

Senator Hotianp. And the fourth point that you mention is that 
this new bill would authorize the making of insured loans in amounts 
not to exceed, not in excess of the fair and reasonable value of the 
farm as certified by the county committee, whereas the limitation of 
90 percent of that value now applies. 

Mr. Scorr. Yes. 

May I point out that in our insured-loan program—maybe that is 
not the right name for it, since the insured-loan program really dif- 
fers only with the loans made out of direct appropriations, in that we 
get loanable funds from investors, ordinary banks, and trust depart- 
ments. The Farmers’ Home Administration, on loans that are to be 
insured, as well as loans that are to be made out of their appropriated 
funds, determine in the first instance the eligibility of the applicant, 
and they get all the facts together. They make the loan. They service 
the loan and they collect the loan, either type. They are exactly the 
same with one exception: on an insured loan, when the °y get down 
to the point of issuing the check, then they contact the bank or the 
trust companies that have previously indicated a willingness to invest 
in these loans and they send the money over. Experience has indicated 
that this type of loan is working out very well but that the 10-percent 
difference between the insured loan is not working out in a practical 
way for the applicants. They have to often go around and obligate 
themselves on some chattels that they have, to supply this-required 
10-percent margin. We are speaking, of course, of the appraised 
value. This isn’t the going value. It is an appraisal that is made 
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by very capable appraisers in the system, and the basis and the valu- 
ations are very similar to those made by the appraisers of the Federal 
land bank system. So this means that where the Federal land bank 
system would make a loan up to 65 percent, the Farmers’ Home Ad- 
ministration is seeking authority to make an insured loan on up to 
the full value of their appraisal. Normal long-term appraisal value 
is generally about 70 percent of the going price of land. The experi- 
ence wiih this type loan has been, I am quite sure, the best in repay- 
ments of any of the loans that Farmers’ Home Administration make. 

Senator Hottanp. You have been able to make them up to that full 
100 percent but not under insured loans é 

Mr. Scorr. That’s right, yes. 

Senator Hottanp. What you would like to do would be to permit 
the bank and other financial institutions to lend up to your full ap- 
praised value and insure those loans, is that it? 

Mr. Scorr. That’s right. 

Senator Horzanp. Which would be that much addition to your 
direct lending authority in that field. 

And you are already using direct lending authority to lend up to 
100 percent of your appraised value which you say is about 70 percent 
of the going value of the farm in question. 

Mr. Scorr. That’s right. 

Senator Hotianp. All right. 

The fifth point that you make is, you want the authority for the 
making of insured loans increased from $100 million to $125 million. 
That is title I insured loans. 

Mr. Scorr. That’s right. 

Senator HotLanp. Your sixth point is, you want to permit some dis- 
cretion in the making of title II loans by providing that not more than 
10 percent of the available funds m: vy be used to finance family- - 
farms—farmers and ranchers—whose necessary credit needs exceed the 
existing $10,000 limitation. You have $10,000 limitation imposed by 
present law ? 

Mr. Scorr. That’s right, sir. 

Senator Hottanp. You feel that there are enough cases where that 
does not meet the need to justify your approval of that provision in 
this proposed bill, S. 3429, which would allow you to use not more than 
10 percent of omanlaiii funds in meeting the needs of the family-type 
farmers whose needs exceed $10,000. 

Mr. Scorr. That obviously is based on our experience in lending— 
relating this 10 percent to the present recommendations for appropri- 
ated funds, that would be about $14 million. 

That’s correct, I believe. 

Mr. McLeaisn. Yes, sir. 

Senator Hotianp. Now, your seventh point is that beyond the pres- 
ent limitation of 7 years you want a maximum of 3 additional years 
in cases which require that. 

Mr. Scorr. That again relates to the actual experience, 

Senator Hotianp. To what percentages of your business would this 
additional 3 years apply? 

Mr. Scorr. Very small percentage numberwise. It shows up as you 
would know mainly in the areas where they have had prolonged 
drought. 

Senator Hottanp. Would you have a percentage figure / 
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Mr. Smiru. We don’t, Senator, have any exact percentage figure, but 
it would be not too large a part of our present business. 

Senator Hotxanp. I notice that on each of the other proposed en- 
largements of the structure of operations that we have considered down 
to now there has been a limitation, either a limitation of funds or a 
limitation to a certain percentage of your business or some other limi- 
tation, whereas there is no limitation in this proposed change in your 
operation. 

Why would it not be possible to place a limitation in this as well, 
rather than invite every borrower to request that his period of re- 
payment be stretched out from 7 to 10 years regardless of whether he 
acutely needed that or not? 

Mr. Scorr. We expected to handle this, Mr. Chairman, on a case 
basis and entirely on a showing that there is a real need for it. 

In actual experience with these loans, they pay out between 3 and 
4 years on the average, through the years, and this need for a longer 
period is very much of an exception. Under present authority and 
regulations, we do not sell out these people when we bump up against 
this 7-year limitation but we are required to go to a local-bank or the 
PCA and tell them that here are the facts about this particular loan 
and we have set up a budget but we cannot advance additional money. 
We will subordinate our lien to you so that you can go ahead and 
make the loan. Thus it involves seeking out another creditor to sup- 
ply the money. 

This amendment would provide us a basis, in justifiable cases, and 
we certainly would not expect to use it excepting in those circum- 
stances, to go ahead and on a year-to-year basis, provide for necessary 
operating expenses. 

In other words, just permit this borrower who for reasons beyond 
his control is unable to meet the period, to go ahead and effect an 
orderly liquidation. 

It is not intended to stretch the time out generally to 10 years be- 
cause our experience with the pay-out, on the average 3 or 4 years, 
does not indicate that there is a general need for it, sir. 

Senator Hortanp. You don’t expect this to apply at the time of 
the granting of the original loan, but simply as to the extension. 

Mr. Scorr. That’s right. 

Senator Hotzanp. So as to permit you to operate within an addi- 
tional 3-year period. 

Mr. Scorr. We find, Senator, in drought cases such as Senator Allott 
mentioned out in his country, of the man who has been with us for 7 
years, and needs some more operating money. He has not reached 
the loan limit of dollars but he has reached the time limit and he still 
needs more financing. In cases like that we propose to exercise this 
authority. 

Senator Hotianp. So long as it is clear that you do not expect this 
provision to apply at the time of the granting of the original loan I 
see no great need for the limitation in this field that is furnished in 
other fields. 

Mr. Scorr. We expect the regulations to stand as they are; that 
we not set up these loans initially for a period beyond 7 years. They 
are all set on a case basis within the 7-year limitation. 
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Mr. Smrru. Under the wording of the proposed bill here, the 7- 
year repayment period would be retained. 

In other words, none of the loans in the first instance could be 
scheduled over a period longer than 7 years. 

Senator Hotianp. Now, the eighth point that you make is relative 
to eer interest rate. 

‘ou prefer the use of the words “reasonable rates and terms” as 1 
part of the law, rather than the present provision, “not exceeding the 
rate of 5 percent per annum.” 

Mr. Scorr. That’s right. 

Senator Hotzianp. State your reason for that preference. 

Mr. Scorr. We understand, that it has been the intention of the 
authority we have been given by the Congress to conduct our affairs 
in a way that they will not be competitive with private lenders, that 
when our borrowers reach a place where they can meet the qualifica- 
tion for necessary credit from other established sources at reason- 
able rate of interest and at reasonable terms, that it is the intention 
that we should encourage them to get such other credit so that we can 
have more funds to help other people. 

Now, technically if we should find a borrower who meets all of 
these tests, who is fully able to obtain credit elsewhere, yet if the going 
rate, it is in many places—runs about 6 percent or so for farm loan 
we could not require him to go elsewhere and get his credit under 
the present wording if he is to be charged a rate in excess of 5 
percent, 

Now, that is the reason we bring it up. 

Senator Humrurey. Do I understand, Mr. Chairman, in other 
words, that this provision would permit raising interest rates? 

Mr. Scorr. No; it doesn’t, Senator; doesn’t involve that so far as 
the Farmers’ Home Administration is concerned. We are merely 
recognizing what is the usual rate in many rural communities and 
believing that the Congress has expected us to encourage people who 
can, who we have been able to help get their resources and their busi- 
ness and their debts in shape so that they can meet the sound lending 
standards of the local ae those people we understand we are ex- 
pected to encourage to get their credit from the bank. 

Now, if that bank’s rate and the general rate in that community. 
of PCA’s and other banks, let’s say is in excess of 5 percent, we could 
not under this wording crowd this borrower to go over. We could 
visit with him, and if he said he liked the Farmers’ Home Adminis- 
tration, we would have no choice but to continue with him. 

We raise this as a point that we think is something that the Con- 
gress should take a look at if we are to carry out what we have under- 
stood to be the intention of encouraging people to get their credit 
elsewhere, when they can meet the standards of credit of banks and 
PCA and would be able to get that credit at the going rate to other 
farmers in the community. 

Senator Humrurey. But the ultimate effect of this would be that 
where the going rate, from the commercial establishment, is 6 or 7 
percent, which is not uncommon—it is just going up all the time—- 
the ultimate effect would be that you would have to raise your rates 
the same, so you would not be competitive. 

If we changed the language—— 
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Mr. Scorr. No, no; this has to do with the eligibility, the test as to 
whether they are able to get credit elsewhere. It has to do with the 
graduation of borrowers, also. 

Senator Humrnrey. I understand. But what you are supposed to 
do is try to urge people to get credit elsewhere in normal channels 
of credit. The farmer is a wise man, and if he finds that he has to pay 
614 percent at the local bank, and you have got a limitation in the 
law that says you can’t go over 5 percent, and he wants a loan from 
you, you can’t very well encourage him to go over to the bank that 
wants 614, because he isn t going to pay it. 

Mr. Scorr. We are raising the question with the Congress in this 
recommendation. We understand that we are to help these people, 
and we believe the records show we are helping them very much in 
great numbers to get on their feet. 

Senator Humrnurey. Yes. 

Mr. Scorr. We understand it is the intention to encourage them to 
go elsewhere, and get their credit, so we can pick up more folks and 
give the same help to them. 

We are raising the question as to whether at this time—it has been 
a problem for several years—whether the Congress wants to leave this 
requirement in here that they shall get credit at not less than 5 per- 
cent. We will run the show in whatever way the law says. 

Senator Humpnrey. I understand, but I am deeply concerned with 
what is happening in the credit structure out my way. We have a 
farm deflation and the Federal Reserve Board is regulating credit on 
the basis that there is an inflation. That is really what is going on. 

The rediscount rate, raising the discount rate, is just raising havoc, 
not only for farmers but a lot of other people, and I am not about 
ready to agree to any provisions in any law that would help the Fed- 
eral Reserve Board that is directing its credit policies towards what 
they consider to be an inflationary tendency in industry and the large 
metropolitan areas—to have that kind of a policy become the prevail- 
ing policy for an area of the economy that is in a deflation. 

That is our problem, isn’t it, when you look at it? 

Mr. Scorr. I just want to make it clear that this does not relate 
to the Farmers’ Home Administration rate of interest. We are not 
proposing any change in that rate. It is just the provision in the law 
now which indicates that they can get credit for 5 percent or less, 
that we shouldn’t be encouraging them to go elsewhere, which means 
that we wouldn’t be encouraging very many people to go. 

Senator Humrurey. I understand that. In other words, what it 
really gets down to is that you couldn’t very well encourage them to 
go elsewhere when you have a limitation on the amount of interest 
rate for your own credit facilities; isn’t that correct ? 

Mr. Scorr. No. It is the rate that they can get credit elsewhere. 

Senator Humpnrey. I understand that, but isn’t it true, therefore, 
that your funds would be more used up under the 5-percent limita- 
tion if the competing limitation for the competing interest rate was 
6 and 614 in the private credit ? 

Mr. Scorr. Well, yes. If they did not voluntarily, anda good many 
of them do voluntarily go and get credit regardless of this provision— 
but if all of the borrowers who could meet all of the tests of credit 
elsewhere decided—no, we are not going to go unless we can get a 5- 
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percent rate—it would certainly mean we would need a good deal more 
loan facilities to go on. 

Senator Humpnrey. It means you absorb more of the credit respon- 
sibilities where there is that 5-percent limitation, than you would have 
to, if you took the limitation out. As I understood the language you 
suggested, isn’t that what you propose, some language that would 
knock out the 5- percent maximum ? 

Mr. Scorr. That’s right. 

Senator Humpnrey. Then you could possibly administratively raise 

up to six? 

Mr. Scorr. You mean the rate we would charge { 

Senator Humpnrey. Yes. 

Mr. Scorr. Oh, no. 

Senator Humpnrey. I thought you were asking to take out the 5 
percent. 

Mr. McLeatsu. We are not asking to remove the 5-percent limita- 
tion on our interest rates. 

In other words, they would remain the same. 

Senator Hotianp. I think we can clear up this matter with a couple 
of questions. 

You are required by present law to operate in such a way as to not 
be competitive with existing institutions, either commercial banks or 
the Farm Credit Administration units. 

Mr. Scorr. That’s right. 

Senator Hotianp. This provision, if strictly construed by you, and 
if the going interest rate, both of the commercial banks and Farm 
Credit institutions in a certain area, were over 5 percent, would make 
you directly competitive in seeking to finance certain classes of credit, 
even to the degree of requiring you to meet all credit requests in a 
certain community. You realize that by doing that you would be 
immediately competitive, not only with the commercial banks, but 
with Farm Credit Administration units there in that community. 

Mr. Scorr. That is the reason we bring it to the attention of the 
Congress, Mr. Chairman. We know by actions that have been taken 
that the Congress wants these rates to be fair to borrowers of Farmers’ 
Home. 

But here is a problem that has developed, and we are calling it to 
your attention. 

Senator Hotianp. Let me see if I understand it. 

Let’s go off the record. 

(Discussion off the record.) 

Mr. Smiru. This particular provision was written into the statute 
in 1946 and is contained in two places in the statute. One is where 
it relates to qualifying an applicant for a loan in the first instance, 
and applies to both real-estate loans under title I, and operating loans 
under title II, and it also appears in the second place in the statute 
where the Government is required to write into the mortgage contract 
that when the borrower acquires sufficient equity in his farm holdings, 
that he will seek credit from private sources to refinance the Govern- 
ment loan. 

The provision has always been a hindrance in the administration 
of both those provisions with respect to title II loans, because repay- 
ment schedules for those loans run from 1 to 7 years, and normally 
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the interest rate for credit of that character is 5 percent or above, in 
most localities. 

Senator Humpurey. I see your point. I see your point, but I want 
to say now that I think the ultimate effect of this is either to have the 
higher interest rates of the private lending institutions, or the ultimate 
effect is to make more FHA loans and less flexibility in terms of getting 
out of FHA provisions into private credit. 

Or ultimately permitting FHA to bring its loan schedule on its in- 
terest rates on up. 

Mr. Scorr. The only reason we bring it up is just as Mr. Smith has 
said, Senator, it is a question in our minds whether we can administer 
what we understand to be the intent of the Congress. 

Senator Humpurey. Under the present situation. 

Mr. Scorr. Yes. 

Senator Humpnrey. I understand that, and I am aware of the prob- 
lems the people are having, not only as farmers, but as small-business 
men trying to finance anything. Their interest rates are going up 
and up. I am not about ready to see the Government permit this to 
happen, even though Government, through the Federal Reserve 
Board, does it. 

I don’t want to see it, to see us condone it; to further agree, because 
this interest-rate business is getting out of hand. I don’t know why 
in the name of commonsense the man should have to pay higher inter- 
est rates on short-term loans because he is a farmer, when he doesn’t 
have to when he is something else. He doesn’t have to. 

Suppose you are running a business house. If you are running a 
business institution, you can borrow short-term money for less than 
you can borrow long-term money. 

Why should you avs to have it conversely on a farm? 

If General Motors wants to borrow short-term money, they would 
get it at a low rate. If Government wants to borrow short-term 
money, they get it at a low rate. 

If the farmer wants to borrow short-term money, he has to pay a 
higher rate of interest; he has to pay higher. That is what I was 
taught in college. Isn’t it true? 

Mr. Scorr. There is a half-percent difference in our rates. 

Senator Hotianp. I understand that statement. 

Mr. Scorr. There is a half-percent difference—in response to the 
Senator’s questions in the Farmers’ Home Administration there is 
half a percent higher rate on these loans that we would think of as 
intermediate term loans running up to 7 years, the rate being 5 per- 
cent, whereby on our real-estate loans it is 41%. 

Senator Humpurey. I am not complaining about FHA, don’t mis- 
understand me. I am aware, however, of what is going on in the pri- 
vate banks. Out in our part of the country it is not uncommon to 
have 7-percent short-term loans and you know it. We have some 8 
percent. Not many, thank goodness, but they have been creeping 
up, creeping up, creeping up, and it is just impossible. You can’t 
make any money borrowing money at 8 percent interest unless you 
have a grandfather that is willing to dish it out to you. It’s just 
impossible. ; 

Mr. Smirn. Senator, we think we have been quite diligent in 
attempting to administer the graduation provisions of the Bankhead- 
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Jones Farm Tenant Act, but this provision has stood in our way since 
1946. 

Senator Humpnrey. What would be the effect if you altered it, 
what would be the effect ? 

Mr. Smiru. The effect of it would be that we could insist on these 
farmers that have acquired adequate resources, that will enable them 
to obtain credit on reasonable terms and rates from private sources 
of credit that they would be able to do that. 

Senator Humpeurey. What it would amount to, is that you would 

say to them after they have gotten themselves fairly well established, 

aceording to your analysis, ‘that no longer should you be permitted 
to get the 5 percent loan, or the 414, but that you must go out to the 
private bank and pay the 6 or 614; is that it? 

Mr. Smrru. Pay the going rate of interest. ; 

Senator Humpnkey. Pay the going rate of interest. q 

Mr. Scorr. That’s right. 2 

Senator HotnaNnp. And the alternative is this—— 

Senator Humpurey. I understand this. 3 

Senator Houitanp. The alternative is this, isn’t it, that otherwise 
you are apt to be left in a position of being directly competitive both 4 
with the commercial banks and the Farm Credit Administration units 
which you fear would jeopardize the functions of your institution in 
its very worthwhile service. 

Mr. Smrru. That’s right. 

Senator HonbaNnp. That is exactly what you are trying to tell us? 

Senator Humrurey. Unless you increased the amowist of loaning 
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authority. 
Senator Hotianp. No, I think it goes farther than that. I may not d 
have the thing correctly in mind, but I think that these genlemen are b 


trying to tell us this: That if we don’t change this, that we are apt to 
be confronted with the situation under which Farmers’ Home Admin- 
istration would be accused, with some facts in support of the accusa- 
tion, that it is operating in direct competition with the Farm Credit 
Administration institutions and the commercial banking institutions 
on a preferred basis where it is taking business away from him. They 
are trying to tell us, if I get it, that that would jeopardize the con- 
tinued functioning of their institution, they fear; and, therefore, they 
feel required to call this to our attention. 

I think that I must agree with them, because if they have to operate 
in a way that is directly competitive, I think it would raise such a 
curious opposition to their continuance that we would see thrown out 
of the picture not just these credits that they are talking about now, 
but the others which are so necessitous that they must be continued. 

I don’t want to see that kind of a question arise. 

Therefore, I think that they are completely justified in calling this 
situation to our attention. 

Do I correctly understand your reasons ? 

Mr. Smiru. Yes, sir; you do. 

Mr. Scorr. Exactly. 

Senator Humpurey. Let me ask this question: 
What relationship do you have to the Federal Reserve Board on es- i 
tablishing these credit policies for your overall credit policies? : 

Mr. McLeatsu. We have no association with the Federal Reserve 
Board. We discuss the general credit picture with them, but as far 
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as policies are concerned, we have no relations with the Federal 
Reserve. 

Senator Humenrey. You don’t think you have discussed it with 
them ¢ 

Mr. Scorr. No, that’s right. 

Senator, in this period particularly when we know there is some 
additional demand for credit, there have been some statements made 
by banks that they need some help. We have talked with Governor 
Sheperdson particularly who is a recognized agriculture man on the 
Board, about things that the banks might do and the banking system 
might do, so that they could be of greater service to agricultural bor- 
rowers during this period. We have had many discussions of that 
kind. 

It has been in that service field. If we have new policy proposals, we 
always check with the Governor of the Farm Credit Administration, 
and often with some representatives of the banking institutions to 
see if they feel that we are proposing something that would be com- 
petitive with them, and always in the understanding that we are not 
expected to get into that position. 

But. beyond that, we do not have any further contact with them. 

Senator Humreurey. | understand the desirability as expressed in 
the law. I am not going to say that I fully agree with it, but I under- 
stand what the law is about not being competitive. But I also under- 
stand the Federal Reserve Board has a great deal to say about the total 
overall credit structure of this country, and I can’t quite get through 
my head how we can permit the Federal Reserve Board to go along and 
tighten up credit, and raise interest rates on the basis of their evalua- 
tion of the total economy without due regard to what is happening in 
some segments of the economy. 

That is what I am trying to get at. I know what is happening to 
interest rates. So do you. They are just going up. And I am op- 
posed to it. May I say I am not the only one that is opposed to it ; I can 
bring you volumes of material that has come out the last month from 
the leading financial journals of this country that the present Federal 
Reserve program is a dangerous program. 

Now, what I am getting at is whether or not because the Federal 
Reserve Board has done this, and therefore private interests, the inter- 
est rates of private firms are going up, that the Federal Housing Ad- 
ministration is just going to go along and say that somebody else has 
set the pattern and we are going down the road at higher interest rates, 
so we will just have to sort of tag along. 

Mr. Scorr. We are not. proposing increases in FHA rates. 

Senator Humpurey. You are not proposing a proposed increase in 
FHA rates, but what you are proposing is that many farm people can 
no longer be eligible for, if I can use the word “enjoying,” or “par- 
ticipating,” in what is a fair and reasonable rate, and, frankly, even 
> percent is more “high” than “reasonable.” It is quite excessive. 
It is a high interest rate, particularly for what you can borrow money, 
particularly in terms of what the banks are paying to those of us who 
are depositors. Building and loans are paying 214 and 3 and getting 
). They are doing all right. 

What I am getting at is, are we permitting ourselves under this 
schedule to force more and more people to have to pay the 6 and 64% 
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and 7, when, in fact, a fair interest, and a very good price, would be 
5 percent ? 

Mr. Scorr. Senator, we have frankly stated that that is what would 
happen here. That is the reason we are raising the question with 
the Congress. 

I am sure you realize that in this type of loan there is a great deal of 
highly specialized assistance. 

Senator Humpurey. I am familiar with that. 

Mr. Scorr. In the Farmers’ Home Administration, our people, we 
think, are very capable in developing practical farm programs and 
sitting down with a fine understanding of farm problems, and a very 
sympathetic attitude and working out difficult credit problems, and 
helping. The files are filled with examples of fine service that they 
have been to good farm families who were unable to get needed 
credit elsewhere. 

Now, that is a very time-consuming operation. We don’t complain 
about it. It is our job and we are delighted to do it. But it does 
limit, obviously, the number of good farm people that we can help to 
the extent that we have these folks that have, with this help, reached 
the place where they can stand on their own feet and go right over and 
get credit elsewhere on the same terms as other lenders—we limit 
ourselves in our ability to help other young farm families. 

Senator Humpurey. I can see your poimt of view, and I want to 
compliment the FHA. I am well aware of what work you have done 
in our part of the country and around the whole Nation. 

But what I am concerned about is what I consider to be a kind of 
acquiescence in what I personally believe is a wrong economic policy. 

This is my chance to say it. I think that FHA is doing a good ‘ab, 
I think it ought to be given more opportunity to do a bigger job. But 
what I am concerned about is that we are getting these iehen interest 

rates not through you, sir, but there is a lack of correlation in this 
Government over credit policies. You have very little to say about 
what the Federal Reserve Board does, if anything, except to come up 
and speak to them and say hello, and this is the way we feel about it. 

Mr. Scorr. I can assure you that we are just trying to run our own 
show, and we are not involved in any of these rate questions. 

Senator Hotitanp. Of course, I think the record shows abundantly 
here that there is a much greater field than there has been before that 
needs the services of FHA. 

Senator Humpurey. Correct. 

Senator Hotuanp. I think that the witnesses are trying to tell us 
that the situation which might force them to serve an area that is not 
in real need of their service, but that can pay the going rate, whatever 
it is, ought not to continue. 

They are calling attention to it because they want to be left in exist- 
ence, with added funds and with added powers, to serve a much larger 
field of need for credit which they think is of such nature that it can 
be served only by them. 

They don’t want the point of friction to continue, which is getting 
much more noticeable under present conditions. 

They are calling that to our attention. 

All right. Have you come now to §. 3559? That is the emergency 
loans. 

Mr. Scorr. Yes. 
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Senator Hoxizanp. I believe I finished the brief mention of the 
points you made under the other title. 

Mr. Scott. That is right. 

Senator Hotzanp. Let us come to 3559. 

That, in effect, is the one that deals solely with emergency loans; is 
that correct? 

Mr. Scorr. Yes. 

Senator Horianp. Are you trying to tell us that you have had no 
lending authority since May 7, 1956, and that you need the enlarge- 
ment of your lending power and the extension of your emergency loan 
power # 

Mr. Scorr. That’s right. 

Mr. Chairman, this is a very helpful emergency lending authority 
which the Congress has given us. It is limited in several ways, but 
principally we can make loans not in excess of $15,000 per individual. 
We do not have authority to make any refinancing advances. 

But we can go in on an extra risk basis and provide for the essential 
costs that will keep these farm people operating. And it is very help- 
ful to other lenders who find it possible to cooperate with the local 
office of the Farmers’ Home Administration and carry along with good 
farm people, and not find it necessary to increase their loan which may 
be somewhat heavy. 

Right now, we have a limitation of $15 million in loaning authority. 
We have reached that limit. We have had to stop accepting applica- 
tions. We think we could make very effective use of loans that might 
ultimately run up to an additional $50 million authority. 

Senator HoLianp. So you are asking for an additional $50 million 
authority ? 

Mr. Scorr. Yes. 

Senator Hottanp. You are asking for an extension of the present 
time limit to June 30, 1959? 

Mr. Scort. That’s right. 

Senator Hotzanp. What is the present time limit? 

Mr. McLeaisn. 1957. 

Senator Hornanp. You are asking then for 2 years’ extension of 
time? 

Mr. Scorr. Yes. 

Senator HotiaNnp. Are those the essential provisions that are in 
S. 35597 

Mr. Scorr. That’s right. We have the revolving fund. We have 
funds available. It is just a case of lifting the ceiling on us, and it 
is proving to be a very helpful type of credit. 

Counter Hotxianp. I couldn’t conceive of their being any opposi- 
tion to that under present emergency conditions prevailing in so many 
parts of our country. 

Mr. McLeratsn. This is really an economic loan. We have funds 
where there is drought and disaster. It has been very helpful par- 
ticularly when we run short of subsistence and production money. 

Senator Hotianp. Does 3559 meet. the need ? 

Mr. McLeaisn. It meets the need in that field. It supplements 
the regular P. and S. program for operating purposes. 

Senator Hotuanp. I notice that 3559 was cieaieeal by—— 

Senator Atrorr. Senator Aiken. 
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Senator Hortanp. Senator Aiken for himself and others. 

Is this an administration request ? 

Mr. Scorr. That’s right. 

Senator Hotianp. This is a request already approved by the Ad- 
ministration and by the Budget Bureau as to amount, as to the time 
of extension and as to the need, both added money and extended time’ 

Mr. McLeatsn. Yes. 

Senator Hottanp. Senator Humphrey, do you have any questions 
on this? 

Senator Humpurey. We are not acting on it? 

Senator Hottanp. No; but my own feeling would be that we would 
be justified in separating this bill from others here and reporting it 
out for immediate action. I was going to suggest that course to the 
subcommittee as soon as we heard all of the statements that relate to 
this particular measure. 

Mr. Scorr. Senator, we are delighted to hear you say that. I know 
the Secretary would be, too, because we are very much concerned about 
the fact that we have had to stop taking applications. If we could 
get this one through quickly, it would be a great help to our service. 

Senator Hortanp. I don’t believe I have heard from the Admin- 
istration, but IT have heard from the various farm organizations and 
apparently all of them feel that that is a justified course. We have 
their witnesses here to be heard very shortly. I am glad to know 
that that is the Administration’s position also. 

Mr. Scorr. Yes, sir. 

Senator Hotianp. All right. 

Does that complete your statement ? 

Mr. Scorr. Yes, sir. 

Senator Hotitanp. And the statements of Mr. McLeaish and Mr. 

Campbell and Mr. Smith? 

Senator Atrorr. Mr. Chairman, may I ask 

Senator Hottanp. Senator Allott. 

Senator An.orr. Is it your intention to hold further hearings be- 
cause my statement raises various questions with respect to farm 
credit which I think these gentlemen should answer or explain, or 
which I would want answered or explained at some other place. I 
was sorry we didn’t go through that statement because of that fact. 

I am not sure, per *haps this is the best place to do it, and will I 
have an opportunity on another occasion, perhaps, to raise these 
questions ? 

Senator Hotianp. I am perfectly willing to hold the hearing open 
and to call them back for cross-examination if you wish questions pro- 
pounded to them. 

I have not had any such list of questions submitted to me, and 
frankly, I am anxious to act on S. 3559 within the speediest time pos- 
sible, or any other acts that deal with emergency situations and then 
leave such additional short period of time as may be required to go 
into other matters. 

I don’t think any of these matters should be held up. I am not 
anxious to hold up any of them. 

I want to act on them speedily, but we are told by the agency that 
makes emergency loans to farmers who are in distress for one reason 
or another, including economic distress, that their funds are out, and 
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that there is a real need not now being met. I think we should make 
that. an oceasion for speedy action. 

Senator ALLorr. Isthere any question as to 8. 3559? 

Senator Hotianp. I understand, and you are agreeable, are you not, 
for us to complete this hearing and the witnesses who have been re 
questing hearings for some time and then for us to act upon anything 
we can that requires emergency action. Then we can have them or any 
other Government witnesses back for any subseqent examination or 
cross-examination. 

Senator AtLorr. Would it be the Senator’s wish, then, that any 
questions I have to ask of these men, gentlemen, that I submit the 
questions in writing to the chairman ? 

Senator Hotianp. I will be glad to allow you the privilege of per 
sonally coming and addressing the questions. I do feel, however, that 
today is not the time to go exhaustively into—— 

Senator AuxLorr. I appreciate the Senator’s view, and I am glad 
to have that clarification. 

Senator Hotianp. In other words, the reason for scheduling the 
hearing on all of these bills is that we have had requests on all of them. 
We have been tied up in the general farm bill, and I have been tied up 
personally in appropriations, as the Senator knows. 

I wanted to get sort of a bird’s-eye view of all these bills and those 
that require immediate action, if any, and certainly S. 3559 has already 
been shown to be in that category. 

At least, it is my hope the subcommittee will take that position, 
and then the full committee, too, so we will get quick action. 

We will take such time on the other bills as may be necessary to 
explore them as fully as may be required. 

We don’t have to take them as they are, even if they are good bills. 
Maybe they need some additional provision in them. But this bill, 
S. 3559, seems to me to be very necessary to meet a very pressing 
immediate need, . 

Senator Humrurey. I think so. 

I want to ask, Mr. Chairman, does this bill, S. 3559, permit the 
refinancing of existing indebtedness ? 

Mr. Scorr. It does not, Senator. There is no authorization for 
refinancing. This is just 

Senator Humpnrery. Isn’t that quite an urgent need ? 

Mr. Scorr. There is a need for that, but this is one of the most 
effective authorities we have to go in and work with banks and PCA, 
and other creditors who are glad to go along with their folks, but their 
loans have reached a state where they just cannot. They cooperate 
well with FHA, and we can go in and put up additional funds that 
are needed and not disturb their security position particularly. It 
is extra risk credit. It is very helpful. 

Senator Humpnrey. You are not asking for any authority for re- 
financing existing indebtedness ? 

Mr, Scorr. We are in S. 3429, but this is a separate one we had 
hoped would be treated just as the chairman has indicated. 

Senator Humpnrey. You want prompt and immediate action, and 
not to get into another discussion. 

Mr. Scorr. That’s right. 

Senator Humpurey. I know that this is needed. There is no doubt 
about that. 
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Senator Hontanp. Now, we have some farm organization wit- 
nesses, I believe, who are here and who have indicated by a note sent 
up that they can be heard very speedily. 

The debate on the farm bill is already underway, but if we can 
complete this testimony hurriedly, I would like to do so. 

Mr. Scorr. Thank you very much, Mr. Chairman. 


STATEMENT OF JOHN J. RIGGLE, SECRETARY, NATIONAL COUNCIL 
OF FARMER COOPERATIVES 


Senator Hottanp. You may proceed. 

Mr. Rieetx. Mr. Chairman, I have just a brief oral statement to 
make with regard to the emergency situation in Oregon which is 
covered by S. 3850. 

This is an area where they have established an industry of growing 
tree fruits for a great number of years. 

This is the second disaster that has hit them in a period of about 
40 years so that it is a rather well stabilized area of this type of in- 
dustry. 

Now, in this freeze last November the capital structure was prac- 
tically wiped out because the trees were destroyed. The value of the 
land without the trees is pretty slim, you see. 

The farmers, most of them—there are all conditions, of course, in 
this area—there are all conditions of the status of their finances, and 
so forth. Some of them are in debt, and some others are not. The 
older ones probably are not so much in debt, and some of the newer 
ones probably are more so. 

There are all the usual conditions applying to a disaster area. 

Now, our people out there have called this to our attention, and we 
have investigated. We find that the Farmers Home Administration 
is not empowered with the authority to handle this kind of a situation 
because of the fact that they require payments to begin, repayments 
on loans to begin within a 2-year period. 

Also, because of the limits on the length of time which they give on 
real-estate loans, or loans that have to do with improvement of real 
estate. 

So we have consulted with them, and it is our recommendation in 
connection with this emergency that they be given some additional 
loan authority, along the lines embodied in S. 3850. 

Senator Hottanp. Is there any precedent for a long-term loan to 
replace disaster-destroyed things ? 

Mr. Riceie. There is none. That is the thing that confronts us 
under the situation. 

Senator Hottanp. Was there any action taken last year when the 
peach industry was pretty well wiped out in the same way below here? 

Mr. Ricete. At that time the crop was destroyed, but the trees were 
injured to a very slight extent. This is the first one that has come to 
our attention, I think, where the trees, the whole capital of the indus- 
try, has been wiped out, where they have to start over again from 
scratch. 

Senator Hottanp. Of course, the Texas people had that experience. 

Mr. Rieger. Yes. 
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Senator Hotianp. In their freeze, which destroyed their grapefruit 
trees about 4 years ago. Was there any legislation passed at that 
time to-—— 

Mr. Rieerr. I don’t think so. 

Senator Hotianp. To take care of that? This is a case of first 
impression. 

Mr. Rieere. This is a case of what? 

Senator Hottanp. A case of first impression. It is a matter that 
comes up for the first time for congressional action. 

Mr. Rieexe. As far as I know. 

Another thing, there is not much opportunity out there for diversi- 
fied income in the area. There was some in Texas, and I think that is 
the way they went about it. 

Senator Hotianp. I certainly would not want to appear to be un- 
sympathetic. I lived through the recovery from the so-called great 
freezes in Florida in 1894 and 1895, where there were not any facilities 
available. I know something of the pain that was ¢ndured at that 
time and of the fact that we lost a large part of our horticultural popu- 
lation at that time. 

And my only reference to the matter as a case of first impression 
is that it 1s certainly going to require careful hearings and a cautious 
approach, because it is a brandnew field. 

Mr. Rigetx. That is true. 

Senator Hotianp. A new field of activity. 

Mr. Riectr. However, there are certain experiences in the back- 
ground of that country that I want to point out, that the industry 
was able to establish itself, and that pretty well points toward the 
terms of the credit to be needed to reestablish it, and also there is this 
added thing that there isn’t too much income alternative in that area 
in the meantime to carry them along. 

We think it should be considered as an emergency measure and 
should be handled as soon as possible because there are no answers at 
the present time, and unless they get answers pretty soon it means 
that the alternative would be to liquidate the industry by default. 

Senator Hottanp. All right. Thank you, sir. 

You didn’t want to be heard on any of these other measures? 

Mr. Riecrx. No, sir. 

Senator Hortanp. We will hear, then, from John Baker, coordina- 


tor of legislative services, National Farmers Union. 
Mr. Baker. 


STATEMENT OF JOHN A. BAKER, COORDINATOR OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Baxer. We think, Mr. Chairman, that this subject matter that 
you have under consideration is one of the very most important sub- 
jects that Congress needs to address itself to at this time. 

I have a brief statement here which I can read, or we can proceed 
some other way at your discretion. 

Senator Hottanp. You may approach it as you think most effective. 
We don’t want to conclude or close the discussions, but we are anxious 
to get to the farm debate and participate in it. 

r. Baxer. Probably the quickest way to do it would be to read it. 


78487—56——-7 
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Fulfilling the need for supplementary farm credit is of great na- 
tional importance at this time. As we see the situation, need for sup- 
plementary farm credit ranks second in national importance, right 
now, only to the need to reverse the downward trend in farm income. 
I shall not address my remarks to the detailed provisions of the several 
bills under consideration by the committee. 

Instead, I shall present and discuss the basic principles we hope you 
will carefully consider in drafting the comprehensive supplementary 
farm credit bill you will report. 

To put the full picture before us, may I state quite concisely the 
several propositions related to this matter. I shall discuss each of 
them more fully in the course of my statement. 

1. The farm credit situation has these past 2 weeks reached a crisis 
stage, as has been pointed out earlier this morning. 

2. The need of the times is for a new and broader concept of sup- 
plemental farm credit. 

3. This need gan only be filled by a comprehensive extension, ex- 
pansion and broadening of existing supplementary farm credit legis- 
lation. 

4. Small businesses in rural areas, as well as farmers, are involved 
in the growing credit crisis and the solution to their credit problems 
should be incorporated in the comprehensive supplemental rural credit 
bill your committee will draft. 

5. Existing limitations on the size of Farmers’ Home Administra- 
tion loans should be substantially raised to accord with the require- 
ments of modern economically adequate family farming. 

6. Interest rates charged on all Farmers’ Home Administration 
loans should be reduced to the level provided by Congress for emer- 
gency, and disaster-type loans. 

7. Authorizations for total advances should be greatly increased. 
above the existing level. 

8. Eligibility for direct and insured supplemental farm credit of 
the various types provided by Farmers’ Home Administration should 
be expanded to all farm operators and rural small businesses who 
are unable to obtain from commercial sources the needed types and 
kinds of loans on reasonable terms. 

Senator Humrpurey. I wish Mr. Baker would excuse me. I have 
a matter that has to go in the record, and we have to be there by 
12: 20. 

Mr. Baker. It is important that you be on the floor, Senator. 

Senator Humpnurey. Yes, sir; I had better get over there, if you 
will excuse me. 

Senator Hotianp. I want to announce to those here that we have a 
joint session with the House, in which all Senators are summoned 
to the floor at 12:20. So I am hopeful that we can hurry the organ- 
ization statements to a close, or else understand that we will try to 
reach the rest of you sometime in the afternoon. 

That will be dependent upon the farm debate, because we know that 
is underway, and we just cannot ignore that fact. 

We will let this witness continue and conclude, if he can, by 12: 20; 


and the other witnesses we will have to try to reach sometime in the 
afternoon at the convenience of the subcommittee. I am sorry to put 
it that way. We generally put it at the convenience of the witnesses, 
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but we have got to be available for the two things, the joint session 
and the continuation of the farm debate in the Senate. 

Mr. Baxer (continuing) : 

9. We suggest the desirability of eliminating the termination date 
for the various types of emergency, and disaster loans, thus putting 
the programs on a permanent basis. 

10. Repayment periods and repayment schedules should be estab- 
lished upon a fully variable basis to account with the income-earning 
characteristics of the production process financed by the loan proceeds. 

11. A broad supplemental farm and small-business credit program 
to refinance existing indebtedness is required. 

12. We strongly urge the enactment of the supplementary farm 
loan authorization and other programs required to establish a fully 
significant crash program to completely eliminate rural poverty from 
the United States within the next 10 years. 

Many good, ordinarily fully adequate, family farmers have found 
themselves unable to obtain an adequate line of credit to put in this 
year’s crops. Weare told that Farmers’ Home Administration funds 
for various types of emergency loans are exhausted. This, with the 
pipeline full of already-approved loans, which cannot be honored. 

Production-loan funds, we are told, were last week 97 percent ex- 
hausted, with nearly 2 months left in the fiscal year. 

Apparently funds or authority are not available to meet the Oregon 
and Washington orchard freeze situation. They have been unable to 
obtain the credit that they have needed for that, and it is very rapidly 
approaching a crisis in that area, as previous witnesses have pointed 
out, and there will be other witnesses. 

I would like at this time to save the time of the committee, and in- 
stead of reading it into the record, I submit for the record a state- 
ment made yesterday by Congressman Metcalf. 

Senator Hortianp. Without objection. 

Mr. Baxer. And also a brief item from the Wall Street Journal, 
which points up interest on farmer’s debt reported up 7 percent last 
year, and for different types of debts how much they have been in- 
creasing. 

Senator Hotianp. Without objection. 

Mr. Baxer. Also for the record, Mr. Chairman, last week and the 
week before I spent 414 hours on the witness stand over in the House 
Subcommittee on Farm Credit, and here is a letter from Mr. Moody 
Rankin, secretary-treasurer of the Winter Garden Production Credit 
Seats in Crystal City, Tex., commenting on my testimony over 
there. 

I would appreciate that being placed in the record. 

Senator Hotianp. Without objection. 

(The extension of remarks of Hon. Lee Metcalf; the excerpt from 
the Wall Street Journal, and the letter from Moody Rankin, referred 
to, are as follows :) 


Has THe Sun Gone Down on Reariry? 


Bxtension of remarks of Hon. Lee Metcalf, of Montana, in the House of 
Representatives, Tuesday, May 8, 1956 


Mr. Metcatr. Mr. Speaker, I wish to call the attention of my colleagues to 
thse words in the committee report on H. R. 11177, the Agriculture Department 
appropriations bill which we passed yesterday : 
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Farmers’ Home Administration: * * * In the opinion of the committee, at- 
tention should be given to a thorough study of the organization and programs of 
this agency. Recent reports concerning the administration of this organization 
have been a source of concern to the committee. 

Mr. Speaker, I, too, have had reports which have been a source of concern. 
Valid complaints about the harshness of Farmers’ Home Administration collection 
ne first came to my attention at a meeting in Hamilton early in December 
1954. 

In general, they dealt with the impossibility of meeting a repayment schedule, 
set up several years ago, with today’s farm income—which is down about one- 
third from 1951. 

The result has been that many farmers, among them war veterans who have 
entered the industry in the past few years, do not even have enough money left 
over to eat or to dress their children properly for school—much less buy seed 
and fertilizer for another crop, repair and replace machinery, or meet other 
obligations such as mortgage payments, 

I was told that the Farmers’ Home Administration, Ravalli County supervisor, 
Mr. Hector E. Rodgers, had stated that of 131 loans in Ravalli County, 80 had 
been made on uneconomic farm units and that he intended to close them out. 
Mr. Rodgers was quoted as saying 120 acres is the minimum economie unit in 
the county. 

I asked anyone injured to write me, giving his experience with the Farmers’ 
Home Administration. Each of the specific cases I received was sent over to 
Mr. R. B. MeLeaish, FHA Administrator. He, in turn, took up each one with 
the Montana FHA director. 

On January 22, 1955, Mr. McLeaish came to my office at my invitation to dis- 
cuss the situation which, at that time, I understood to be confined to Ravalli 
County. 

He assured me that everyone whose financial condition had changed for the 
worse since the original contracts were made would be given an opportunity to 
get money for fertilizer, for feed, seed, and for living expenses, even though such 
withholdings might reduce the Government’s share below the required payment. 

Mr. McLeaish said he was exploring the possibility of rewriting the payment 
contracts but, at that time, he did not feel that the notes themselves could be 
altered. 

Although a delinquency would result from release of money for other expenses, 
including taxes, Mr. McLeaish said all those unable to meet their payments due 
to a change of markets or reduced farm income would have an opportunity to 
work out their indebtedness. He said foreclosure was the last thing they wanted 
to try. 

There was discussion of Mr. Rodgers’ statement relative to closing out the 
uneconomic units. Mr. McLeaish said that since the Department had made 
the loans on these farms, every effort would be made to help the people solve 
the problem. 

This understanding was confirmed in writing by Mr. McLeaish last spring. 

Because I heard nothing further from those concerned, I assumed Mr. McLeaish 
was keeping his promise to give sympathetic consideration to each individual 
situation. 

I was shocked to learn that he was not—and that the attempt to make over 
a lending agency into a collection agency and thereby change a traditional eco- 
nomic pattern was not confined to Ravalli County. 

Just before I returned home for the Haster recess, I was visited in my office 
by a farmer from Broadwater County. He described the same situation in his 
vicinity. When I was in Montana last month, I talked to farmers in the vicinity 
of Townsend and Polson. Several people came to see me about this when I was 
in Missoula. 

As new cases come in, I am continuing to call them to the attention of the 
Administrator. In addition, I am making my files available to the House Com- 
mittee on Agriculture which is holding hearings on farm credit bills, among 
them mine to declare a 1-year moratorium on 4 classes of FHA loans. 
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{From the Wall Street Journal] 


INTEREST ON FARMER’s DEBT REPORTED UP 7 Percent? LAst YEAR 





WAsHINGTON.—Farmers paid $950 million interest on debt in 1955, up 7 per- 
cent from the year before, the Agriculture Department reported. Interest 
charges probably will amount to $1 billion this year, the agency predicted. 
Most of last year’s rise, according to the analysis, resulted from increased 
borrowing. Higher interest rates also boosted the total a little, it added. 
Farmers borrowed more money in efforts to extricate themselves from the 
“cost-price squeeze,” the agency said. They expanded real estate debt 10 per- 
cent ot $9 billion and non-real-estate debt 8 percent to $7.9 billion, using credit to 
pay production expenses and to maintain efficiency by installing improvements 
and purchasing land. 













































WINTER GARDEN PRODUCTION CREDIT ASSOCIATION, 
Crystal City, Ter., May 14, 1956. 
Mr. Rosert G. LEwis, 
Editor, National Farmers Union, 
Washington, D. C. 

Dear Mr. Lewis: Thank you for your letter of May 9 and a copy of testimony 
offered by your legislative director, Mr. John Baker, before the House Agricul- 
ture Subcommittee. 

It is certainly gratifying to know we have one farm organization that under- 
stands the problems of the people who are engaged in agriculture and we 
definitely appreciate the fine work and efforts on the part of your fine organiza- 
tion in behalf of our industry. 

I am well aware of the fact that our farm and ranch people are in a squeeze 
throughout the entire United States, but I do not believe the situation, on a na- 
tional basis, compares to the conditions that prevail in the 6 years. The farm 
and ranch people in this area face conditions that have never prevailed in agri- 
culture and we compare the situation to the darkest days of the depression in 
the early 1980’s. Name an industry that could withstand the following jolts 
and stay solvent or even in business: 6 years of drought, creating excessive 
feed bills, successive crop failures, lightweight calves, small calf crops, higher 
costs of operation annually, declining prices for farm products, the highest rate 
of interest for agricultural credit in the past 23 years and good prospects of 
still higher rates, and above all, a flat 50 percent or more loss in the cash value 
of all livestock inventories in the past 4 years. A combination of the above 
factors has completely wiped out our better operators and they are in business 
today only because the banks, merchants, PCA’s and other lending institutions 
have the utmost confidence in the ability and integrity of these people and have 
stood behind them, 

There is a definite need for a long-term refinancing program and we whole- 
heartedly endorse any relief measure that may be formulated and adopted by 
your organization. 

Yours very truly, 
Moopy RANKIN, Secretary-Treasurer. 

Mr. Baker. We are now in the third of those eras that have come 
twice before in this century when the Nation will and must make a 
major reform in its farm-credit policy. 

Growing awareness in the period 1908 to 1914 of the basic disadvan- 
tage of farmers in the Nation’s money and capital markets led to the 
establishment of the Federal land-bank system. 

Later, the total failure of the then-existing farm credit institutions 
to cope with the 1921-33 farm depression led to the complete reform 
and improvement of national farm credit policy and institutions in 
1933-84. 

Now, in 1956, we seem to be in the middle of another such era of 
broadening farm-credit concepts, an awareness brought on by the 
apparent inability, of, existing institutions and policies fully to cope 
with the problems of the growing farm depression, and recurrent 
droughts, duststorms, floods, and falling farm income. 
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On the heels of the growing farm depression is a mounting farm- 
credit crisis. This affects small business and labor and community 
services and clerks and professional people in rural areas, as well as 
farmers. The needs of the times call for another large progressive 
search forward to further improve in significant ways the basic na- 
tional farm credit policy and institutions. 

We interpret the introduction of the bills before your committee 
as a tangible demonstration of this. 

When 53 to 55 Senators introduce 13 bills on the same general sub- 
ject and press for action on them, we interpret that as a democratic 
response to a felt need. 

We have only praise for those Senators who have taken the initia- 
tive in introducing and promoting the bills before your committee, 
even though we are not able to give all of them a flat endorsement. 
But we are not opposed to them. We think they are striking at a very 
real and important problem on the farms of America. 

Senator Hottanp. Your statement says “to give any.” Did you 
mean “all” or “any’’? 

Mr. Baxer. The word I prefer is “all.” 

We think they are striking at a very real and important problem 
out on the farms of America. 

With specific reference to S. 3850, I want to express our support for 
the Morse-Neuberger orchard-disaster bill in its entirety, and I want 
to make a particular point that we support section 3 of that bill, which 
is not a loan, but is additional assistance of the drought, feed and 
seed variety that we are familiar with in Colorado and Texas and 
Kansas, and other drought areas. 

While I am on that subject, Mr. Chairman, with reference to your 
question or your comments a moment ago about S. 3559, we certainly 
approve the expansion of the loan funds available for those emergency 
loans and we also support the extension of time provided. 

Now, our own suggestion, while I recommended to the House com- 
mittee, which I recommended to the House committee, was to remove 
the prohibition against refinancing of existing indebtedness in that 
bill, or in that law, to eliminate the termination date. 

In other words, instead of making 1959 the new termination date, 
just make it a permanent program so that when 1959 comes around 
we won’t have to extend it another 2 years again. Also eliminate the 
requirement for proclamation of emergency areas. 

And we recommend that $15,000 limitation be eliminated as being 
way too small for any kind of adequate farming operation. 

If a man is in an emergency, a difficult situation, there is a lot of 
them, being particularly those in Western and Intermountain States, 
where $15,000 just isn’t enough to get them out of any kind of emer- 
gency financial difficulty. 

We would also urge in case you do split up these bills and don’t have 
a comprehensive bill, if you do not split off the subject matter of S. 
3559, something that has got to happen quicker than you can write the 
rest of your bill, I <oetilel sardih that at least the loan provisions and 
preferably all of the provisions of S. 3950, the orchard disaster bill be 
included in it, because these folks are completely without any source of 
income from the usual type of farming that they have been engaging 
in in that area. 
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Senator Hotxianp. Just one question. You recognize, of course, 
that this is a brandnew field for Federal agricultural credit? 

Mr. Baker. In one sense, yes, but in an ethical and logical sense, I 
mean from the standpoint of it is or it isn’t a disaster, and whether 
these people are or are not farmers, or whether they are engaged in 
agricultural production, and whether they are people. 

Senator Hotianp. There could not be any question on those three 
matters at all. 

Mr. Baker. The general situation is the same as drought. It just 
happens that their crop is one that extends over a period of years, 
instead of one that is annually renewed. It is not quite as different 
from the special livestock loan approach as it is from the wheat or 
small grain or annual crop apetoech. 

It is a difference in degree, I will admit, but 

Senator Hotianp. Livestock can be moved from one place to an- 
other. Livestock are not killed by drought. 

Now you have got the capital stock of these people destroyed by 
freeze, which has killed their trees, which will take a good many years 
to grow back to production again. 

That’s correct, isn’t it? 

Mr. Baxer. That’s correct. 

Senator Hotianp. Do you know of any precedent under which 

Mr. Baxer. No, sir; I know of no precedent on this type of thing. 
I do know precedents on muskrats and on silver foxes. A guy who 
grows prunes, makes a living growing prunes, if he is hit by an un- 
seasonable freeze, he is in such a bad situation, or worse, than the 
muskrat growers were. 

Senator Hotutanp. You couldn’t possibly picture the disaster in 
terms that I would not subscribe to because, as I have just said, I 
lived through the great freezes in Florida in 1894 and 1895. We 
didn’t come back to the level of citrus production that had obtained 
before that until 1910-11. 

In the meantime, another fine State had taken over markets which 
we used to occupy, and then we had a long comeback trail in which 
we have made some progress, but I certainly know from deprivations 
in my own childhood be young manhood what it means to have your 
stock in trade wiped out when your stock in trade is trees that take a 
good many years to grow. 

It is certainly a terrible problem. 

Mr. Baker. One thing that might, could be done, Mr. Chairman, 
would be to make it completely temporary approval, give it a 1 year 
termination which would give time i these additional hearings and 
considerations that you mentioned, but at the same time to relieve 
the ila disaster problem of some of the folks that are involved 
in this. 

Senator Hotuanp. You mean a relief matter, rather than a replant- 
ing and refinanci 

. Baxer. No, I was thinking of a 1-year bill or law along the 
lines of §. 3850 which would give you time, then, if there were some 
additional matters that needed to be worked out in connection with 
it, it could be corrected. 


Mr. ee know that you are giving up your personal time 
t 


here when you should be on the floor, and that there are other wit- 
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nesses today which you intend to hold further hearings to hear. If 
it would suit you, I would like to submit the remainder of this state- 
ment, and maybe call me back some other time. 

Senator Hoiianp. I think that is 

Mr. Baker. It would suit me all right. 

Senator Hotxanp. I think that is a very considerate offer, and I 
think that would be well to do. Senator Neuberger is on his way 
here, and he wants to have his witness, Mr. Gibbons, testify today, 
and he realizes that it is very unlikely that we can come back. 

I have agreed to stay here the 5 minutes that I understand would 
be necessary to hear Mr. Gibbons. 

Is this Mr. Gibbons? 

Mr. Gissons. If it is possible to be here this afternoon, that will 
be all right for me. 

Senator Hotianp. I don’t know whether we can get back at all, be- 
cause we have this farm bill debate on the floor. 

Mr. Baker, the balance of your statement will be inserted at this 
point in the record, as though read, and on the resumption of hear- 
ing of local witnesses, Mr. Baker will be the first witness to appear. 

(The balance of Mr. Baker’s statement is as follows :) 

Mr. Baxer. Altogether, a total of 12 or 13 bills have been referred 
to your committee. May I also invite your attention to other bills 
to provide for a special farm homes water supply loan and still others 
which provide for loans for beginning farmers and farm enlarge- 
ment and improvement loans. We have carefully studied all of these 
bills and find a very great deal of merit in all of them. We hope that 
your deliberations will cover the entire field and that you will draft 
a comprehensive supplemental farm credit bill incorporating the 
good points in all the bills now before you. 

Existing legislation covering direct and insured supplemental farm 
credit loans, is incorporated mainly in: The Bankhead-Jones Farm 
Tenant Act, as amended; the Water Facilities Act, as amended ; Public 
Law 38, emergency loans, as amended; and Public Law 727, emer- 
gency credit, as amended. The 13 bills before your committee would 
make various amendments in these laws. 

The credit needs of family farming are tremendous and growing. 
Credit should be available at the times needed and its terms and con- 
ditions should be adapted to characteristics of farming as a combined 
business and way of life. 

Much of the credit needs of family farming can be met by loans 
obtained from private individuals and such credit institutions as 
banks and insurance companies. Farmers themselves can meet other 
needs cooperatively through credit unions and the institutions of the 
farm credit system. Together, it should be expected that these sources 
should supply the great bulk of the credit needs of agriculture. 

However, inasmuch as all of these must obtain their funds from 
commercial money markets and conduct their operations along tradi- 
tionally conservative financial lines, they find themselves unable to 
perform the entire farm credit job. Such institutions find it difficult 
to pioneer in the meeting of newly recognized or newly emerging farm 
credit problems. They are not set up to use their credit resources in 
meeting the high-risk needs of severe disasters and emergencies, eco- 
nomic or natural. 
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They cannot afford to participate in credit operations when a rela- 
tive hgh intensity of technical assistance and loan servicing are re- 
quired to render loaning activities essentially sound from a strictly 
fnancial viewpoint. 

Moreover, all of these private individual corporate and cooperative 
institutions have a marked tendency in the absence of outside stimula- 
tion to become traditional, custom-bound, and increasingly restrictive 
in their credit policies. 

There is nothing morally wrong about this nor even economically 
unsound. It simply means that the best interests of the Nation and of 
farm people require an independent supplemental and yardstick credit 
operation. This can best and most efficiently be supplied to the Nation 
by the Federal Government. 

We respectfully urge your committee to draft and favorably re- 
port a comprehensive bill amending existing credit law to establish 
the legal authority and provide sufficient funds to meet all of the 
family farm-credit needs not filled on reasonable terms by private co- 
operative and other corporate lending agencies and individuals. 

This problem not limited to young farmers, nor low-income farm 
families, nor national disaster situations in specific areas. It is a need 
that extends across the board. The Farmers Home Administration 
should be enabled to stand ready to meet any legitimate farm credit 
need not met by existing private agencies on reasonable terms. This 
would involve both direct governmental loans and insurance or loans 
of private lending agencies. 

This field is now partially covered by the operations of the Farmers 
Home Administration under the Bankhead-Jones Act, as amended, 
and the other legislation listed above. 

Existing legislation could probably be construed to authorize the 
extension of auxiliary farm credit now required by the deteriorating 
farm-income situation. But the needed authorizations are not clear 
cut nor mandatory. Moreover, there are various handicapping limi- 
tations in existing legislation which should be removed or greatly 
relaxed. 

The two largest gaps in existing authorizations are these: The 
need to provide for a really significant program to begin to eliminate 
chronic dire rural poverty in the so-called problem or bypassed areas, 
where practically everyone in the area, as well as farmers, has poor 
facilities and low income. We hope you will initiate action in your 
bill to authorize a “crash” program calling for the cooperative appli- 
cation of all the resources of the Federal Government to eliminate 
the chronic causes for poverty in such areas. 

A second large gap in Federal credit facilities is the lack of author- 
ity to make economic emergency loans for refinancing purposes to 
ordinarily adequate farmers and related small businesses in rural 
areas whose usual capital and credit resources have become exhausted 
owing to the 4-year drop in farm prices and income, compounded in 
many areas by drought and duststorms. This gap would be filled by 
the new title V to the Bankhead-Jones Act in two of the bills before 
your committee. In this connection we suggest that the time is here 
to reactivate the voluntary farm-debt adjustment program that proved 
so successful in the 1930’s. 

Existing supplemental farm credit laws, listed above, have un- 
realistically low limitations upon the size of initial loans and amount 
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of outstanding indebtedness, All of these limitations should be 
raised. Of course, there are a lot of small low-income farm families 
who badly need additional regular and emergency types of supple- 
mental farm credit facilities. But there are also a large number of 
economically adequate rather sizable family farm and ranch units 
whose needs simply cannot be touched within the existing limitations. 
A fully adequate efficient well-developed family farm or ranch often 
needs as much as 25 to 40 thousand dollars operating capital and as 
much again in real estate. To ask such farmers to try to adjust to a 
$7,000 or even a $15,000 limitation is tantamount to requiring liqui- 
dation to establish eligibility. Surely we don’t want that. Let’s 
keep our most highly developed family farms in business. 

This applies alike to the water facilities and soil conservation loans, 
to emergency and disaster loans of the several types, to the so-called 
Turner amendment limitation on farm ownership loans, as well as 
to the pitifully meager $7,000 and $10,000 limitations on Farmers’ 
Home Administration operating loans. 

When a fully adequate family farmer is in a financial emergency 
situation, a loan no larger than $15,000 is often not enough to get him 
out of his difficulty and enable him to get into a position to overcome 
his temporary financial difficulty. 

Several weeks ago the Federal Reserve System again raised the 
rediscount rate. This action was said to be justified as needed to 
stop inflation in many segments of the economy. 

Certainly none of us would feel that farmers are suffering this 
year from inflated farm prices and farm income. We propose, there- 
fore, that 3 percent be set as the maximum interest chargeable on 


there Federal sepennanains tees loans. The insurance-service 


charge and other fees should be eliminated so that insured lenders 
will receive the full 3 percent interest paid by the borrowers. 

As I have said, Farmers’ Home Administration funds in several 
important categories are entirely or vitually exhausted. This indi- 
cates that annual authorizations should be raised. 

As farm prices and incomes have dropped, many farmers who 
worked at outside jobs for a part of their income now find themselves 
ineligible for Farmers’ Home Administration. With falling farm 
income, the small outside income becomes a larger and larger pro- 
portion of the dwindling total. To overcome this adversity and to 
make these facilities available to all who farm for part or all their 
income, we recommend making part-time as well as full-time farmers 
eligible for such loans with the proviso that such broadened eligibility 
applies only to those whose farming operations are established in 
past operations. We see no need now in 1956 to encourage a back-to- 
the-land movement. 

The provisions of the economic emergency refinancing loans in the 
proposed title V programs should be made available to those small 
businesses in rural areas who buy and process farmers’ produce and 
who sell supplies and other _— to farmers. The depression of 
farm income has hit these folks particularly hard. They need help 
if they are to continue to render effective service to farmers. We do 
not want them to be gobbled up by vast monopolistic combines and 
mergers. 

We opposed repeal of the disaster and emergency loan legislation 
as proposed in several of the bills before your committee. On the 
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contrary, we feel that these laws should be improved. They should 
be made permanent by eliminating the termination dates. 

In several of the existing laws, the maximum repayment periods 
are too short to fully carry out the intent of the legislation. Sr ial 
livestock loans to preserve breeding herds in an emergency should 
be lengthened from 3 to 10 years. isieations loans under title Il of 
the Bankhead-Jones Farm Tenant Act should be at least 15 years 
instead of only 7. 

Mr. Chairman, I thank the committee for its interest and patience. 
As I have said, you are dealing with a vitally important problem. 

Let me say again, more nearly adequate supplies of credit on rea- 
sonable terms will no more fully solve the human problems of low 
farm income than will a mortgage moratorium. But both of these 
will help tide a lot of good farm people over and allow them to stay 
on their farms in hope and faith that sooner or later the Congress 
will be allowed to enact laws that will help to improve farm income 
and raise it above the deplorably low level to which it is expected to 
fall in 1956. 

We respectfully urge your committee to draft a new comprehensive 
yardstick farm-credit bill combining the good features of the 13 bills 
before you, incorporating the principles I have discussed. 

May I say in closing, it is always a pleasure to appear before and 
work with the Senate Committee on Agriculture and its subcommit- 
tees. We have full faith that you will draft the very best possible 
supplemental farm-credit bill that you think you can get adopted by 
the Senate. Weshall do all we can to assist you. 

Thank you again for your interest, cones and courtesy. I 
know that many of you ewe taken time from other pressing duties 
to hear our suggestions. We appreciate that. May I also say, we 
feel and hope that our suggestions will be helpful to you in your 
deliberations. 

For the record, it should be stated, as I have said to many of you 
personally in the past 4 months, the continued drop in farm income 
in 1956 certainly cannot be charged against the Congress or its agri- 
cultural leaders. We particularly commend the members of the com- 
mittee who gave up their Easter recess to serve so ably as Senate 
managers in the conference on H. R. 12, the 1956 farm income improve- 
ment bill, which would have added at least $3 billion to farm income 
in 1956 if it had not been vetoed. 

Senator Hotianp. Senator Neuberger has returned. 

Senator Neusercer. Mr. Chairman, I am going to be very brief, 
beeause actually, Mr. Gibbons needs no introduction by me. 

He is manager of the Blue Mountain Prune Growers Cooperative, 
at Milton-Freewater, Oreg., where I have been many times, and where 
Mrs. Neuberger began her teaching career. That community has had 
a terrific problem because of the staggering damage done to their 
orchards. The community has about 5,000 people, and they were stag- 
-— last year by an extremely emanate hard, early November 

ost. The damage was so extensive that it may take the community 
a good many years to recover economically. 

think that Mr. Gibbons is going to tell you far more graphically 
and vividly than I could what it means to a community like this to 
have 4,000 acres of fruit trees become virtually deadwood overnight, 
when-means of livelihood are lost to growers who have tended these 
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orchards from the sapling stage to full production, to the hands which 
have picked the fruit and the workers who processed it—the whole 
general area—it is certainly going to have a difficult time making a 
full recovery. 

For that reason, Mr. Chairman, I am paraphrasing my testimony 
to be brief, I want to give my full support to S. 3850, the bill to make 
emergency disaster loans to palbaiek operators, which Mr. Gibbons 
will testify far more fully about than I would. 

As you know, the loans made under the bill by the Farmers’ Home 
Administration would not exceed $25,000, would not exceed a period 
of 15 years at an interest rate of not over 21% percent. 

The Secretary, under the provisions of the bill, can delay initial 
repayment up to 6 crop years in order to permit the orchard on which 
the funds are spent to begin bearing income crop. 

The Secretary may assume outright up to 50 percent of the cost of 
clearing dead trees from orchardland after disaster, prior to replanting. 

This is a disaster payment and not a loan. And I know that you, 
Mr. Chairman, who comes from a State which is one of the great fruit- 
growing areas of the entire world, you can see what has happened at 
Milton-Freewater, as I did when I was up there last November. 

I know you would realize that this is an area which really requires 
some substantial measure of help and assistance. 

For that reason I have a great deal of pleasure to introduce Mr. 
Gibbons, who will testify before your committee about the immediate 
needs in that area. 

Thank you very much. 

(Telegram filed by Senator Neuberger is as follows :) 


MixTon, Orec., May 10, 1956. 





Hon. Ricard NEURERGER, 
United States Senate, Washington, D. C.: 


Glen Gibbons, manager of the Blue Mountain Prune Co-op, is in Washington 
at this time trying to get immediate help for the fruit farmers of the Milton- 
Freewater disaster-area. Please give him all the assistance possible and ask 
your constituents to do likewise. 

Yours fraternally, 
CraupeE McELratH, 


Master, Stateline Grange, Milton-Freewater, Oreg. 

Senator Hotianp. We will have two witnesses in this situation: 
Mr. Gibbons, who is here from Oregon, and Mr. McKeever, who is 
here from Colorado. 

Mr. Kendall has arranged for a hearing room just off the floor, 
and whether convenient or not to any of us, we are going to so adjust 
our time on the floor that we will hear the statements of you two gentle- 
men some time during the afternoon, but in the meantime, both Senator 
Neuberger and I are due now on the floor of the Senate, where we are 
leaving to go to the House; and we will barely catch them by the 
time they get there. 

(Whereupon, at 12:25 p. m., the hearing recessed, to reconvene at 
3:50 p. m., of the same day.) 


AFTERNOON SESSION 


Senator Hotxanp. The meeting will come to order. We have a 
request from Senator Mansfield to insert his statement in the record, 
which we will do at this point. 
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STATEMENT FILED BY HON. MIKE MANSFIELD, A UNITED STATES 
SENATOR FROM THE STATE OF MONTANA 


Mr. Chairman, when the farm bill passed by Congress was vetoed 
by the President, it was a great blow to the small family-sized farmer 
in America. It is unlikely that the new farm bill now before the 
Senate will provide sufficient aid of an emergency nature to meet 
the plight of the farmer and rancher. 

In light of the present circumstances, the urgency for better credit 
assistance to farmers is more pressing than ever. The farmers and 

ranchers who form the backbone of our economy deserve a bette 
degree of income protection than that which they have available to 
them at this time. 

I have joined in the cosponsoring of S. 3790, an omnibus bill which 
I feel contains the best of a number of proposals, new and old, which 
will liberalize the Farmers’ Home Administration program and pro- 
vide more direct aid to lowest income families. 

Under the present programs farmers are finding it exceedingly dif- 
ficult to get a fair price for their products in relation to what they 
have to pay out. Asa result they are finding it more and more difficult 
to pay their debts. Unless something is done this year before Congress 
adjourns, many farmers will be forced to seek 2 livelihood in some 
other enterprise. The most immediate means of bringing some stabil- 
ity back into the farmer’s economic status is by easing the farmer’s 
credit. 

S. 3790 would provide financing and refinancing credit for farmers 
and farm-related small businesses in rural areas suffering as a result of 
the continuing farm depression. The bill would lower maximum 
interest rates in addition to increasing the size of loans under a Federal! 
farm credit program. 

Under the provisions of this bill, the voluntary debt adjustment 
service would be reactivated. In addition, it would authorize the 
use of a complete rather than partial “variable repayment plan” which 
adjusts repayment by borrowers to their ability to pay from year to 
year. 

One of the most important provisions of the bill would authorize 
a crash program to eliminate rural poverty in the Nation’s 500 most 
poverty-striken counties. 

Under the provisions of this legislation, loans would be made by the 
Department of Agriculture or by banks. Approved bank loans would 
be msured by the Federal Government. 

Under present FHA statutes, maximum loan limitations are un- 
realistic. Present-day capital needs of a family farmer in most cases 
are in excess of the $7,000 and $10,000 limitations now on: the books. 

A variable repayment system would be most helpful and more prae- 
tical in cainenebinnn the farmer’s credit program. Under a rigid loan 
program, a farmer often finds himself in a spot during a year with 
poor crops while on the other hand, he might have a good erop, he 
could more easily make larger payments. The suggested provision in 
S. 3790. would allow the farmer to be relieved of a part, or if necessary, 
all of the debt installment during a bad year. In a good year, the 
farmer could pay extra amounts on the principal of his Joan. ‘ 

itis impérative that Congress pr forth a sound, constructive oneilit 
program during this session of Congress. The success or failure of 





106 FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 


the farmer and rancher is of very grave concern to the people of Mon- 
tana, where some 20 percent of the State’s population 1s very directly 
concerned with agriculture. 

Mr. Chairman, in conclusion I want to stress as strongly as pos- 
sible the necessity of getting liberalized farm credit policies into 
operation this year. The provisions of S. 3790 will do this, I hope the 
committee will report out a bill along these lines in the very near 
future. 

I want to thank the members of the Subcommittee on Agricultural 
Credit and Rural Electrification for the opportunity to express my 
views on this matter. 

Senator Hotianp. Off the record. 

(Discussion off the record.) 

Senator Hotianp. On the record. 

Other statements to be inserted in the record, which I now insert 
are statements by Senator Beall, another statement by Senator Curtis, 
statement from Congressman Metcalf. 


STATEMENT FILED BY HON. J. GLENN BEALL, A UNITED STATES 
SENATOR FROM THE STATE OF MARYLAND 


I wish, at the outset, to thank you for the opportunity to be heard 
on the bill, S$. 8247, which I have cosponsored together with Senator 
Allott, its distinguished author and other Senators. 

To me, the essentially important feature of this bill is the consolida- 
tion of emergency loan procedures to the farmers and stockmen. There 
are two compelling reasons which cause me to urge your favorable 


consideration of S. 3247: 

First: The purpose of loan legislation to farmers, as contemplated 
in this bill, is to assist them at times when they need is most, that is, 
during times of emergency. Of course, the concept “emergency,” 
contemplates expeditious and efficient handling with a minimum of 
delay. It is one thing for our farmers and stockmen to know that the 
may receive assistance from the Government during an emergency. It 
is quite another, and often discouraging for them to realize that there 
are myriad and complex accumulations of statutes which govern the 
loans which he seeks to acquire. 

It certainly is in keeping with the objectives of emergency loan 
legislation that its administration be simplified. That is what 5, 3247 
will accomplish. With a consolidation of the various emergency loan 
laws into one, any farmer or stockman who finds himself in the posi- 
tion of having to apply for a loan, will immediately know what he 
may receive in the way of assistance, if his application for loan is 
approved; and he will have before him a single, simplified procedure 
which he must follow to acquire his loan. 

Secondly, Mr. Chairman, it is important to mention the effect of 
S. 3247, upon the administration of the law. All of us are interested 
in the simplification of Government administration. The consolida- 
tion of emergency farm loans into one law will most certainly lend 
itself to greater efliciency and expenditious handling of loan applica- 
tions and the processing of them. Having one law in this field to 
administer, the Department will be enabled to conduct its business 
with greater facility, and, what is certainly understandable, the will 
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and intent of the Congress, with regard to emergency farm assistance, 
will be more readily recognizable. 

With the enactment of S. 3247, therefore, Mr. Chairman, our farm- 
ers, will be secure in the knowledge that they may look to the Federal 
Government in an emergency, and that their requests for assistance 
will receive a response commensurate with an emergency situation. 


STATEMENT FILED BY HON. CARL T. CURTIS, A UNITED STATES 
SENATOR FROM THE STATE OF NEBRASKA 


Mr. Chairman, I am pleased that the committee is holding hearings 
on §. 3247. I am in favor of the objectives of this bill. I believe 
that our procedure for granting loans to farmers and stockmen should 
be improved. 

The year 1955 was a very dry year for Nebraska. Although we 
are a State of only about a million and one-third people the drought 
probably caused us to suffer a loss of between $300 million and $400 
million in growing crops alone. In a number of places in the State 
it was the second year of severe drought. This has created a hardship 
upon many farmers and there are farmers in almost every community 
who are in need of credit that cannot be supplied by the banks and 
private lending agencies. 

Mr. Chairman, I wish to specifically stress the need for Government 
credit for a great group of Nebraska farmers and ranchers who never 
before have called on the Government for a loan. In normal times 
these individuals have been able to carry on without the assistance of 
Government credit. They are good risks. They are capable farmers 
that will, if given help for a few years, be able to make a success of 
their operation. It is this class of farmers that are presently neg- 
lected. 

These farmers of whom I speak have not been successful in securing 
Government credit. There has been a lack of information on the part 
of both the farmers and the loca] bankers as to what Government loans 
were available. The Government’s desire to help these people with 
credit has not been made known to them. There has been a shortage 
of personnel, applications have been slow, they have been processed 
with too much rigidity. The situation needs to be improved. 

Mr. Chairman, I hope this committee can go fully into the subject 
and that every improvement in both legislation and administration 
that appears sound and advisable can be made. 


STATEMENT FILED BY HON. LEE METCALF, REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF 
MONTANA 


Mr. Chairman, I prereset this opportunity to support S. 3790, 


to bring the existing farm credit programi into line with present-day 
needs, I have introduced companion legislation in the House. 

Our bill has five main sections. 

It provides financing and refinancing credit for farmers and farm- 
related small business in rural areas. It lowers interest rates and 
increases the maximum amount that can be loaned to any one indi- 
vidual. It directs the Secretary of Agriculture to reactivate volun- 
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tary debt adjustment service. It authorizes a complete “variable re- 
payment plan,” which adjusts repayment by borrowers to their ability 
to pay from year to year. And finally, it authorizes a crash program 
to eliminate rural poverty in the Nation’s 500 most poverty-stricken 
counties. 

I also have introduced H. R. 10956 to grant a 1-year moratorium 
on emergency, soil and water conservation, farm ownership and pro- 
duction, and subsistence loans. By so doing, I want to give our hard- 
pressed farmers a breather until they can avail themselves of a credit 
program tailored to their present needs. 

I am sure you have read what the House Committee on Appropri- 
ations had to say about the Farmers’ Home Administration in the 
report on H. R. 11177, the Agriculture Department appropriations 
bill for fiscal 1957. 

You recall that in the opinion of the committee, “attention should 
be given to a thorough study of the organization and programs of this 
agency.” The committee said further that “recent reports concerning 
the administration of this organization have been a source of con- 
cern to the committee.” 

I, too, have had reports on the Farmers’ Home Administration 
which have been a source of concern, and which demonstrate the need 
for the legislation before you. 

Valid complaints about the harshness of Farmers’ Home Adminis- 
tration collection policies first came to my attention at a meeting in 
Hamilton early in December 1954. 

In general, they dealt with the impossibility of meeting a repay- 
ment sc chedule, set up several years ago, with today’s farm income— 
which is down about one-third from 1951. 

The result has been that many farmers, among them war veterans 
who have entered the industry in the past few years, do not even have 
enough money left over to eat or to dress their children properly for 
school—much less buy seed and fertilizer for another crop, repair and 
replace machinery, or meet other obligations such as mortgage 
payments. 

I was told that the Farmers’ Home Administration Ravalli County 
supervisor, Mr. Hector E. Rodgers, had stated that of 131 loans in 
Ravalli County, 80 had been made on uneconomic farm units and that 
he intended to close them out. Mr, Rodgers was quoted as saying 
120 acres is the minimum economic unit in the county. 

I asked anyone injured to write me, giving his experiences with the 
Farmers’ Home Administration. Each of the specific cases I received 
was sent over to Mr. R. B. McLeaish, FHA Administrator. He, in 
turn, took up each one with the Montana FHA director. 

On January 22, 1955, Mr. McLeaish came to my office at my invita- 
tion to discuss the situation which, at that time, I understood to be 
confined to Ravalli County. 

He assured me that everyone whose financial condition had changed 
for the worse since the original contracts were made would be given 
an opportunity to get money for fertilizer, for feed, seed, and for 
living expenses, even though such withholdings might reduce the Gov- 
ernment’s share below the required payment. 

Mr. McLeaish said he was exploring the possibility of rewriting the 
payment contracts but, at that time, he did not feel that the notes 
themselves could be altered. 





FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 109 


Although a delinquency would result from release of money for 
other expenses, including taxes, Mr. McLeaish said all those unable to 
meet their payments due to a change of markets or reduced farm in- 
come wuld have an opportunity to work out their indebtedness. He 
said foreclosure was the last thing they wanted to try. 

There was discussion of Mr. Rodgers’ statement relative to closing 
out the uneconomic units. Mr. McLeaish said that since the Depart- 
ment had made the loans on these farms, every effort would be made 
to help the people solve the problem. 

This understanding was confirmed in writing by Mr. McLeaish last 
spring. 

Because I heard nothing further from those concerned, I assumed 
Mr. McLeaish was keeping his promise to give sympathetic considera- 
tion to each individual situation. 

I was shocked to learn that he was not—and that the attempt te 
make over a lending agency into a collection agency and thereby 
change a traditional economic pattern was not confined to Ravalli 
C ounty. 

Just before I returned home for the Easter recess, I was visited in 
my office by a farmer from Broadwater County. He described the 
same situation in his vicinity. When I was in Montana last month, 
I talked to farmers in the vicinity of Townsend and Polson. Several 
people came to see me about this when I was in Missoula. As new 
cases come in, I am continuing to call them to the attention of the 
Administrator. 

When I testified on April 26 before the Conservation and Credit 
Subcommittee of the House Committee on Agriculture, I pointed out 
that the harshness of Farmers’ Home Administration collection pol- 
icles is demonstrated by the agency’s records. 

The FHA advises me that during fiscal year 1955, $5,463,611 was 
loaned in the State of Montana in the 4 categories of emergency loans, 
soil, and water conservation, farm ownership, and production and 
subsistence. In the same period, collections in Montana totaled $6,451,- 
929. In other words, during fiscal 1955, the Farmers’ Home Adminis- 
tration collected almost $1 million more than it loaned in Montana. 

Now, in fiseal 1956, through April 6, 1956, loans in these 4 categories 
in Montana totaled $4,083,594, while collections amounted to $5,569,677 
in a comparable per iod (fiscal 1956 through March 31, 1956). 

So, during a major part, but not all, of this past fiscal year, the 
Farmers’ Home Administration collected almost $1% million more 
than it loaned in Montana. 

In my home county of Ravalli the imbalance is even greater. Dur- 
ing fiscal 1955, the ‘Farmers’ Home Administration loaned $88,040 
in Ravalli County. In that same year, collections totaled $296,251. 
Through March 31 of fiscal 1956, loans in Ravalli County totaled 
$28,540. Collections totaled $159,340. 

In fiscal 1955, the Farmers’ Home Administration collected three 
times as much as it loaned in Ravalli County. In fiscal 1956, through 
March 31, the FHA collected almost six times as much in Ravalli 
County as ‘the agency loaned. 

I wish to emphasize that these statistics cover a period when there 
was a desperate need for farm credit. At least in'my mind, the 
Farmers’ Home Administration is not set up to function primarily 
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as a collection agency—which certainly was its principal function 
during the period covered by these statistics. 

I believe the existing farm-credit program is inadequate to meet 
the backlog of need following a 4-year drop in farm prices and income, 
complicated in many areas by drought and duststorms. 

I und this committee will see fit to report this bill. 

Senator Hotzianp. All right. 

Mr. Glenn G. Gibbons? 


STATEMENT OF GLENN G. GIBBONS, MANAGER, BLUE MOUNTAINS 
PRUNE GROWERS COOPERATIVE, MILTON-FREEWATER, OREG. 


Mr. Gresons. Mr. Chairman, for the record I am Glenn G. Gib- 
bons, manager of the Blue Mountains Prune Growers Cooperative, 
Milton-Freewater, Oreg. 

My association has Sons packing and marketing fresh fruits and 
vegetables from Milton-Freewater area for the past 16 years. 

I am here to request that the committee include relief for the North- 
west orchard disaster area in the supplementary farm credit bill or 
favorably report out separately an orchard disaster loan bill. 

This is needed because existing farm-credit legislation does not 
adequately cover this area of our Nation’s agriculture. 

Atter considerable correspondence and several conferences with the 
Farm Home Administration, both locally and nationally, it has been 
found necessary to seek additional legislation. The weather condi- 
tions that brought about the disaster to our fruit orchards was an 
extreme change of temperature. In the course of a few days’ time, 
the temperature dropped from a high of 65 degrees above zero to a 
low of 14 degrees below zero. This occurred while the foliage was 
still on the trees and while sap was still un. 

As a result, 95 percent of our fruit orchards have been killed. 

Senator Hotianp. Please state for the record the nature of your 
fruit orchards and the acreage of each variety. 

Mr. Grpzons. There are around 2,700 acres of prunes, 1,500 acres 
of apples, and 200 acres of cherries. 

Senator Hotianp. In your cooperative ! 

Mr. Grezons. No. That is in the valley. 

Senator Hottanp. Were they equally afflicted ¢ 

Mr. Grezons. The entire area, approximately 4,200 acres, has been 
completely destroyed or nearly so. 

These pictures pretty well illustrate the extent of the damage. That 
particular one shows trees already windrowed for burning. 

Senator Hotianp. The acreage that you have deunriteeal is bearing 
acreage of the various—— 

Mr. Gissons. Except for the small amount that was used for ordi- 
nary orchard renewal. There is always a certain percentage of various 
age trees. 

Senator Hotianp. And practically the total acreage was wiped out 
by this unseasonable bitter cold ? 

Mr. Gispons. We have a couple of very isolated districts, not more 
than, I would say, 100 acres, that have survived. 

Senator Hotianp. What was the date of this visitation ? 
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Mr. Gissons. Right around the 14th of November—completely un- 
seasonable. We have had in that valley better than 50 to 60 years of 
production history. The last similar freeze was in 1918. 

Senator Hotianp. This was in November 1955 ? 

Mr. Grppons. 1955. We had no preparation or weather to prepare 
the trees at all. 

Now, that photograph there is the extent of recovery in our apple 
orchards. 

Senator Hotianp. Well, of course, the severity of the damage is well 
shown by your testimony and by the pictures which you have exhibited 
to the committee. 

What is the type of legislation which you suggest to meet the 
problem ¢ 

Mr. Gissons. Well, part of our capital requirement, I think, would 
be met from private capital there in the valley. PCA wiil come in 
for a certain share. Federal land banks will meet similar bills. Pos- 
sibly about 2,000 acres will have to be rehabilitated under an emer- 
gency type of loan from the Farmers’ Home Administration. 

Senator Hotianp. Is that acreage on which more damage indebted- 
ness is already owed ? 

Mr. Grezons. Not necessarily. There is quite a bit of indebtedness 
but in a lot of instances we have the families who are older farmers 
that are just—their land is clear, but they are just right at the end of 
their rope. Their effort is wiped out. A lot of people, I would say 
50 years old, 55 years old, that had developed their orchards and were 
in a position to more or less live off their orchards for the rest of their 
lives are absolutely out. 

Senator Hottanp. What is the average size of the holdings? 

Mr. Gizsons. Approximately 15 to 20 acres. 

Senator Hotianp. Does that apply to all three of the fruits you 
have mentioned ? 

Mr. Gresons. Well, they are diversified. They have a certain 
amount of acreage in each one. We find that advisable. 

Senator Hortianp. But the average family holding was 15 acres? 

Mr. Gipsons. I would say that would hit it pretty close. 

Senator Hotztanp. About how many years from planting are re- 
quired to put each of these varieties on a commercial basis? 

Mr. Grssons. About 7 to 8 years. I have in one of those pictures 
an apple orchard I own myself. In the eighth year I received about 
$2,000 an acre gross from that particular orchard. You can see 
these are eos specialty crops that we are growing there that give 
us a very e return per acre. That is the reason our income is 
ordinarily high in the valley for the amount of acres involved, and 
that is the reason the loss is so severe. 

A year ago this land was selling from $1,000 to $2,500 an acre. 
Now, they are up for sale for around $400 an acre. 
ear Hotiannp. What is the value of the undeveloped land 
there 

Mr. Grszons. It is—— 

Senator Horzanp. Cleared and ready for planting? 

Mr. Grezons. At least $500 an acre. Its potential orchard value is 
more than that because of the proven history of it. We filled a very 
important part in the Nation’s supply of prunes. Of the three States, 
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Oregon and Washington and Idaho, we produce about one-third of the 
annual production. 

You are familiar with what happened to Florida in 1894. Well, 
that same possibility exists with us if we delay due to financial cir 
cumstances our replanting of these acres. 

I might say that as far as I am personally concerned, I am repre 
senting an overall disaster committee that was set up in the valley, 
as well as being manager of the Blue Mountain Co-op. This com- 
mittee consists of representatives of the chambers of commerce of 
Walla Walla, Wash., Milton-Freewater, and Pendleton, Oreg., the 
surrounding industry; the fruit-packing concerns, all of them, and 
the fruit farmers themselves, the three farm organizations; local busi- 
nesses, Extension Service, and the county chairmen of both politica] 
parties. 

It is an example of the way these people have drawn together to 
meet this emergency. They have taken every possible step to help 
themselves. But 

Senator Hoiianp. Besides the 4,200 acres of fruit trees that you 
have mentioned, what other agricultural production is found in the 
valley ? 

Mr. Gresons. That is our major problem, because we cannot diver- 
sify much of this acreage due to the type of soil. It is limited. So 
that we can replant our orchards and intercrop with cash crops but 
the chances of enough income there, any more than to meet their living 
expenses is very doubtful. 

It is possible in some cases but it is doubtful that they will do any 
more than to meet their living expenses. So they need finances to 
clear the land, replant the trees and then to meet some of their annual 
operating expenses. 

Senator Hottanp. Well, my suggestion would be that you prepare 
a very carefully worked up statement of the operations on the average 
illustrative acreage of each of these types of fruits, unless they are 
enough alike that one showing will cover all, to show just what might 
be expected as carrying costs and for how long a parton of time before 
the property became again commercially profitable. 

Mr. Gripsons. We have been working with the Farm Home people 
and they have with our Extension Service and what not, arrived at 
a figure of around $600 per acre. 

Senator Hoitxianp. I think, to mention it again, that since this is 
an entirely new matter representing a long-range program of very 
great expense per acre, as compared with the emergency type loans 
offered which we generally think of here, that you prepare a very 
‘areful showing of just what is involved in connection with replace- 
ment goals throughout the time of growth from planting to the time, 
on the average, they would again become profitable. 

Do you have anything else, sir? 

Mr. Grepons. No; that covers it pretty well. I think we have only 
one major area of disagreement with the Farm Home Administra- 
tion and that is the repayment of these loans. ‘They have more or 
less the authority to grant the loans but it would endanger their 
revolving fund. I mean, it would tie their revolving funds, up for 
teo long a term, but in-our continued discussions. with them,, that. is 
about what has happened. . That is ow major area.of disagreement. 
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They want repayment commencing with the second year, on the 
principal. 

Senator Hotianp. Well, there is no program that has been adopted, 
so far as I know, for emergency relief that would be extended over 
so long a period of time. I don’t see how FHA could possibly serve 
you acceptably under their present legislation. 
~ Now, your testimony in effect is in support of S. 3850? 

Mr. Grppons. Yes. 

Senator Hotzanp. All right. 

Mr. Gresons. I feel that the Senate bill 3850 is providing for some 
very prompt and positive approaches to this thing, and one of the 
conditions that it is intended to correct is permitting the deferment 
of this loan for up fo 6 years. In addition to this, they have section 3 
which was designed to render assistance in much the same manner as 
help is extended to drought and other stricken areas. Through the 
application 

Senator Hotxanp. Is there any precedence for extension of disaster 
loans in that area which would go up to anything like this amount 
per acre, or over this period of time? 

Mr. Gripsons. Probably in relation to the value of the acreage, and 
the income per acre. But there would probably be some comparison. 

Senator Hottanp. The FHA has told you, very frankly, in their 
view, new legislation would be required ? 

Mr. Grszons. They would prefer it. They will grant us loans now 
with the 2-year repayment provision and with the possibility of 
extending it up to 15 years. 

Senator Hotitanp. Well, why is legislation required ? 

Mr. Grpsons. Because it is a critical period from 2 until 6 or 7 
years when we start to receive any income from the new plantings. 

Senator Hortxianp. In other words, the borrowers would have no 
assurance of extension beyond these 2 years, is that it? 

Mr. Gresons. Well, that would be one of the qualifications laid 
down. That they would have to start repaying 5 to 10 percent of the 
principal after the second crop year, but they consider the crop year 
after the initial date of the loan, not when it actually starts producing. 
They say that the law—the history of the law is that it should be loans 
made within reason. We don’t feel the application is reasonable here 
due to the nature and type of the fruit, and production of it. 

Senator Hotzanp. Is there any showing in the record that legisla- 
tion now on the books had in mind any such loan as this over such a 
period of time ? 

Mr. Gippons. The old regional Agricultural Credit Corporation, 
which was set up primarily for northwest fruit growers up in the 
Washington area was an economic thing rather than a production 
disaster. And the revolving fund which the FHA has now is an 
outgrowth of that. It was the fund left over from the administration 
of that. 

Senator Hotianp. I am familiar with that but I didn’t know it 
permitted long-time loans of anything like that size. 

Mr. Grppons. There was a tremendous amount of acreage replanted 
up there in that country. . 

Senator Hotianp. For the record, Mr. Gibbons, will you prepare an 
analysis of—what was that act? 
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Mr. Grszons. Regional Agricultural Credit Corporation, 1938. 

Senator Hotnanp. Or else securing the attendance of someone from 
the USDA who could give us the facts about its operation, amount of 
loans, time period in which it could run, type of operation which it 
was designed to sustain, and so forth 

All right, proceed, sir. 

Mr. Grepons. Well, if we don’t receive this assistance promptly, 
there are cases now of extreme distress. The longer we ie the 
more chances there are of forced liquidations and eventually destitu- 
tion of property owners that have been contributing very substantia] 
shares to our national wealth, and they are completely stunned, they 
arecrushed. Their spirit is liable to be broken by the total devastation 
in that area, and I think to extend them a helping hand at. this time 
is to prove that in our farm programs we are using our hearts as well 
as our heads. There is a humanitarian approach to this thing that 
hardly seems just to leave these people face the same thing that you 
mentioned in Florida. I wonder if our Nation is still operating that 
way ? 

Senator Hotuanp. Well, a similar disaster occurred over in south 
Texas, as you know, several years ago, wiped out their grapefruit 
holdings and 

Mr. Grssons. Some of that was speculative developments. But they 
had an alternative in their cotton plantings which happened there for 
2 couple of years. They made more money from their intercropping 
of cotton than they did with their citrus. We have no out similar to 
that. 

Senator Horianp. Have you completed ¢ 

Mr. Gissons. That is the reason we are in favor of Senate bill 3850. 

Senator Hottanp. Thank you, sir. 

Here is a statement just sent in by Senator Morse bearing on Senate 
3790 and Senate 3850, which I will include in the record at this time, 
at his request. 


STATEMENT FILED BY HON. WAYNE MORSE, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


My statement shall be limited to two of the bills now under con- 
sideration by the subcommittee, namely, S. 3790 and S. 3850, both of 
which relate to the need for a more realistic farm credit program. 

S. 3790: The bill S. 3790, of which Senator Humphrey is sponsor and 
I am one of several cosponsors, has been introduced in the Senate for 
the purpose of meeting a problem that has.eome te my attention with 
growing intensity for many months. Farmers throughout the State 
of Oregon, particularly these on our so-called family-sized farms, 
have supplied sufficient evidence to indicate that there is a growing 
crisis developing with respect to their needs for credit. Since 1953, 
the high interest, tight money policy of the administration has hurt 
farmers and rural communities. 

Boiled down to its essentials, S. 3790 would increase the amount that 
may be borrowed by farmers through Government lending agencies. 
It would lengthen the period in which the loan may be repaid, and it 
would provide urgently needed low interest credit. A feature of 
special significance is that part of the bill would direct the Secretary 
of Agriculture to make repayments on all loans variable so that in- 
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stallments could be reduced in years of low income and increased 
when yields and prices are : 

S. 3790 would make available to small business, whose interests are 
closely related to those of our farmers, the opportunity to obtain credit 
through the facilities of the Department OF Agriculture.. The ad- 
ministration’s farm program is hurting small-business men as well as 
farmers. They need more liberal credit terms than those now avail- 
able if they are to continue in operation during this era of reduced 
farm purchasin power. 

S. 3790 would not put out of business those who are now engaged in 
the farm-loan business. Instead, it would filla void. Its plan would 
operate so as to supplement rather than replace the existing credit op- 
erations of banks, insurance companies, and private individuals. Tt 
would stimulate the making of sound loans on a more liberal basis. 

I shall not extend my discussions of this very meritorious bill be- 
cause Senator Humphrey, who drafted its provisions, has exceptional 
ability in explaining, in clear and understandable terms, the tech- 
nicalities of legislative proposals. I urge the committee’s favorable 
consideration of this bill, 

S. 3850: The Milton-Freewater area of Oregon has, for over 50 
years, been an important fruit-growing area of my State. Last winter 
an unprecedented disaster struck these orchards by way of a freeze, 
which eliminated the bulk of the fruit trees on these farms. The ex- 
tent of the damage has been very carefully checked by Dean F. E. 
Price of the Extension Service Experiment Station at Oregon State 
College. Just today I received a letter from Dean Price, who ad- 
vised me that last week he visited the Milton-Freewater area. He 
stated : 

The situation is really bad. The summary of the situation is about as follows: 
2,200 acres prunes, 95 percent dead; 900 acres late apples, 75 percent dead; 300 
acres cherries, 100 percent dead ; 200 acres peaches, 100 percent dead. 

There are some 500 or 600 acres of principally early apples that appear to 
have survived the freeze. It appears to me that there is liberal justification for 
Farmers’ Home Administration loans for the orchardists that have commercial- 
sized units. 

This was not a mere crop disaster. Dean Price’s résumé of the 
damage shows that the November 1955 freeze killed the trees them- 
selves, leaving most of the farmers without the slightest hope for a 
fruit crop during the next 7 years. 

The sad fact is that a majority of the farmers who were hit by this 
tragie occurrence do not have the means of the financial reserves with 
which to rehabilitate their orchards. They are faced with heavy costs 
of clearing out the dead trees, purchasing nursery stock, and bringing 
the young trees to productive encirwy b Activities of this t re- 
quire money; but the orchardists who have brought their problem to 
my attention have told me that, even after exercising the most diligent 
efforts, they have been unable to obtain, locally or through the facil- 
ities of the Federal Government, credit which will enable them to do 
this rehabilitation job under a loan program which is consonant with 
their practical needs. s 

Representatives of these Oregon orchardists have talked to officials 
of the Farmers’ Home Administration in the regional office, as well 
as here in Washington; but their efforts have been futile. The FHA 
apparently takes the position that repayment installments should 
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begin soon after the original loan is made. Obviously, such a condi- 
tion does not accord with reality, because the plain fact is that it takes 
about 7 years from the time of planting the nursery stock to the time 
when production commences in paying quantities. 

The Milton-Freewater community is, by no means, an experimental 
fruit-growing area. For more than 50 years the orchards in that part 
of my State have established their economic value, as evidenced by a 
fine record of production of an important item of our Nation’s food 
supply. In most instances, the farmers who have experienced this 
disaster have exhausted their efforts to refinance their farm opera- 
tions; and unless they can obtain assistance from the Federal Govern- 
ment, and obtain it quickly, there appears to be no alternative other 
than forced liquidation of some very fine farms. This, in turn, will 
simply mean that more farm families will have to join the growing 
numbers who are leaving their farms to reside in urban areas. 

S. 3850 would provide an orderly program for supplying financial 
assistance for the rehabilitation of these disaster stricken orchards. 

Under this bill the Secretary of Agriculture is authorized to make 
emergency loans to orchard operators and owners in disaster areas, 
designated as such by reason of freeze, drought, hurricane, disease, or 
other natural causes, provided they establish that they are unable to 
obtain financial assistance from private sources, and show that they 
have reasonably good chances of repaying such loans. 

Loans made under the bill would be not in excess of $25,000 and for 
not to exceed 15 years, at 214 percent interest per annum. 

The repayment period would not begin prior to 6 crop years from 
the date of the loan in any case in which it is determined by the Secre- 
tary of Agriculture that the borrower’s income will be insufficient to 
make payment at an earlier date. However, the bill would also au- 
thorize variable payments, to meet the situations in which net earnings 
and ability to pay are higher or lower than normal. 

The bill would authorize the Secretary of Agriculture to assume not 
to exceed 50 percent of the cost of clearing the disaster-stricken or- 
chards and initiating replanting or redeveloping the land. 

Mr. Glen Gibbons, manager of the Blue Mountain Prune Growers 
Cooperative, will supply the subcommittee with further details con- 
cerning the needs of the orchardists and the importance of this bill 
insofar as it relates to their economic future. 

In closing, Mr. Chairman, I wish to thank the subcommittee for the 
courtesy extended in permitting Mr. Gibbons to testify during the 
course of the present hearings. 

Senator Hottanp. Anything else? All right, the committee will 
rise. ; 

(Whereupon, at 4:10 p. m., the committee adjourned.) 
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Untrep States SENATE, 
SUBCOMMITTER ON AGRICULTURAL CREDIT AND 
RuraAu EvectrRIFICATION OF THE COMMITTEE 
ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 
The subcommittee met, pursuant to notice, at 10:20 a. m., in room 
324, Senate Office Building, Senator Spessard Holland (chairman of 

the subcommittee) presiding. 

Present : Senator Holland. 

Senator Hotnanp. The meeting will come to order. 

Mr. Halvorson, you may proceed. 


STATEMENT OF LLOYD C. HALVORSON, NATIONAL GRANGE 


Mr. Hatvorson. I want to apologize for not having a mimeographed 
statement. I had this ready earlier this week, but Mr. Newsom was 


out of town, and I wanted him to read it. 

Senator Hotitanxp. No apologies necessary. 

Mr. Hatvorson. We are very grateful to this committee for consid- 
ering at this time the present and prospective credit problems of farm- 
ers. The continued decline of farm prices and farm income is certain 
to continue to show up in intensified credit problems for farmers in 
the years ahead, even if we might get some improvement in the agri- 
cultural situation in the next year or so. However, the prospect of 
any great improvement in the agricultural situation in the next year or 
two is not apparent. For this reason, these hearings on agricultural 
credit are very timely. 

Farm income has declined from $17.7 billion in 1948 to $11 billion in 
1955 and to a seasonally adjusted rate for the first quarter of 1956 
of $10.3 billion. When we consider the capital structure which this 
income must support, as well as the number of people who are primarily 
engaged in agriculture, the seriousness of the situation becomes ap- 
pe rent. According to the Department of Commerce there were 8,266,- 
000 people employed in agriculture in 1947. This number dropped to 
6,730,000 in 1955. The farm employment figures of the Department 
of Agriculture are much higher. These figures show that employ- 
ment in agriculture stood at 10.4 million in 1947 and 8.2 million in 
1955. That was a drop of about 2 million. 

Of the 8,237,000 employed in agriculture in 1955, 1,896,000 were 
hired workers and 6,341,000 were family workers. Becauise-rather 
reliable figures are available on total agricultural production, it is pos- 
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sible to determine, from farm management studies, quite accurately 
the total number of man-hours of labor required to produce our total 
agricultural output. In other words, it is possible now for the De- 
partment to determine about how much labor is necessary to produce 
a bushel of corn, and multiply that labor requirement by the output, 
and you get a pretty good idea of the manpower requirement, and that 
comes out to 14,750 million man-hours of labor to produce the agri- 
cultural output of 1955. From the best information that I have, I 
judge that at least 10 billion of these hours were put in by the farmer 
and his family. 

Senator Hotzanp. Ten billion hours? 

Mr. Hatvorson. Ten billion hours, by the 6,341,000 workers. That 
is not quite 2,000 hours per worker, which is about what the average 
industrial worker puts in in a year. 

In addition to this labor input in agriculture, a great deal of capita! 
is required. The total assets of farm proprietors on January 1, 1955, 
were $163.1 billion. If we eliminate the assets not required for the 
farming business, we still have left about $148 billion in the actual 
agriculture plant. Now, if from this we also subtract the farm debt, 
we get a figure of $130 billion as the proprietors’ equity, or proprietors’ 
net worth in the farming business. 

In 1955, manufacturing corporations earned over 12 percent after 
taxes, on the proprietors’ equity. This is more than farm operators 
received for both labor and investment before taxes. 

I might point out that if farmers get $2 an hour for these 10 billion 
man-hours, the man-hour equivalent put into agriculture, that would 
be $20 billion for labor alone in agricultural production, and $2 an 
hour, and I take that figure because that is the average in industrial 
wages today, but on top of this labor input there is this $135 billion 
of proprietors’ equity, and if we consider that farmers were to get 12 
percent on that before taxes, that would mean another $14 billion or 
so, so it comes out to fantastic figures, but still that would mean a net 
income to agriculture of something like $34 billion to be on a com- 
parable basis with returns to industrial investors and workers. 

I should also point out that this net-income figure of $11 billion 
for 1955 includes produce consumed on the farm of about $1.7 billion 
and rental value of dwellings of about $1.7 billion, and so when we 
talk of farm income of $11 billion, there is actually net cash there 
only of about $7.5 billion for the farm families to live on. 

he reason I point these out is to show the tremendous structure 
that we are trying to support on this small farm income. With the 
large number of people and this tremendous capital structure, I don’t 
think it can operate very long at this level without serious credit 
problems. 

Reports from banking sources indicate that an unusually large pro- 
portion of the loan business of country bankers today is made up of 
renewals. There is also evidence that many of the farmers are con- 
scine their short-term debt into a long-term mortgage debt on their 
land. 

Mr. Newsom put in this note: 

Actually we are now getting reports of bank examiners’ insistence on no further 
credit to meet interest in several locations. 

So, farmers are finding that they cannot get these extensions in 
some areas. 





FARMERS’ HOME ADMINISTRATION OPERATING-HOUSING LOANS 119 


Incipient financial difficulties can, for awhile, be hidden by credit 
extensions, but sooner or later we must be ready with emergency agri- 
cultural credit. Indications are that bankers are willing to go along 
with delinquent loans or loan renewals for some time, but that at a 
certain point they begin to wonder whether or not the borrower is a 
commercial risk. At some point depreciation of the farm capital will 
probably catch up with the loan balance. Even the cooperative farm 
credit agencies face a problem here, because they are not engaged in 
“soft” credit, but in commercial credit, which has to pay its own way. 

In other words, the Farm Credit Administration agencies are not 
the answer to this credit emergency that is coming on. It is also 
probable that country bankers will face a reduction in the volume 
of their deposits which, because of the decline in farm income, in 
effect, reduces the amount of money which is available for lending. 
They may need to call loans in some cases to satisfy depositors’ 
demands. The Federal Reserve bank is engaged in a policy of credit 
restriction in order to prevent inflation in the general economy. This 
has not only tended to force interest rates up but also to restrict the 
amount of credit available at the very time that farmers need more 
credit. Some of the country banks have correspondent banks in the 
big cities, but this system is not to well developed ; and secondly, even 
the big city banks today, I am told, are now on a day-to-day basis 
determining how much money they can lend to their own customers. 

It is our belief that every farm credit leader who is in a position 
to do so should go along with the farmers, even if they are not able 
to meet interest and repayment schedules. In fact, in many cases it 
would probably be good business to lend the farmer more money to 


improve his gee operation. 


‘here is little, if any, hope that farm income will improve, that 
is, in the near future. However, in areas hit by a natural disaster, 
such as drought or frost, there is a probability that the borrowers 
will, in due time, make a recovery, even if they get temporarily behind 
on their loans. 

Moratorium legislation has passed the Senate, but the moratorium 
bill has been languishing for several years in a subcommittee of the 
House Judiciary Committee. We feel that it is appropriate to require 
lenders to stay with good farmers, even if they are behind on their 
loans, especially when a so-called rental-payment agreement is worked 
out. This moratorium legislation, however, applies only to real estate. 
We believe it would be unfortunate if the Government should, at this 
time, engage in wholesale refinancing of farm debt, both short- and 
long-term, when it should be the normal responsibility of the original 
lender to go through the ups and downs with the farmers, if possible. 

In other words, I am saying that we don’t think the time has come 
when we think we have to go in for wholesale refinancing, and we 
don’t want to make this open to any farmer whose lender is getting a 
little fearful. We feel that most of the existing lenders should stay 
with their borrowers. 

It is evident, however, that there will be some farmers in financial 
distréss in the years ahead; through no fault of their own, but due to 
forces beyond their control. Either weather or general economic con- 
ditions may be the cause. There may be some lenders who are unwill- 
ing or unable to go through the emergency with the farmer, so for 
that reason we believe it is very wise and desirable at this time to 
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increase the lending authority of the Farmers’ Home Administration, 
so that good farmers will not be forced in foreclosure and bankruptcy 
during periods of temporary financial distress. 

Senator Hontanp. W ell, by what amount do you think the FHA 
lending capacity should be increased § 

Mr. Hatvorson, Well, they don’t have authority now, as I under- 
stand it, to engage in refinancing to any large degree at all. In fact, 
refinancing has to be an incidental purpose ‘of a Joan. Fifty million 
dollars might only be a beginning. 

Senator HouiaNnp. F ifty million dollars is what is included in the 
pending legislation. 

Mr. Hatvorson. Yes, sir. We feel that that might be enough to 
start, because it is hard to measure exactly how big this problem is, 
but it might well be that by next fall, or next winter, that that will 
have to be greatly increased, as we see it from the reports of our 
people, 

But, to start with, it would not hurt to make it more, so long as it 
does not encourage administrators to go out and use it too liberally, 
and I don’t think that the people now in charge of FHA would use it 
too liberally. 

Senator Hon.anp. You orefer to step into it gradually, with the 
possibility of being required to further increase the lending authority 
as we move further into the program ? 

Mr. Hatvorson. Yes, sir; I think so. 

Senator Hotianp. Rather than to try now to anticipate the futur 
needs ¢ 

Mr. Harvorson. I believe that that is Mr. Newsom’s view, $50 mil 
lion will take care of the situation until Congress would again 
reconvene. 

Senator HoLttanp. That is my view, that we ought to take the thing 
a bit at a time, remembering that there are commercial institutions 
and farm credit institutions which are becoming more and more like 
private commercial institutions. 

Mr. Hatvorson. My only thought that I was trying to add there 
was that it would not hurt to go to $100 million if the administration 
of the act still didn’t become more liberal. 

Senator Hotianp. Well, I see your point and I don’t think we 
should tempt them to be too liberal, regardless of what their own 
views would be in the matter. I think they would be conservative. 
Let’s not offer too great a temptation. 

Mr. Hatvorson. Well, I think that is the Grange’s view. You 
asked me that question and I thought that possibly I would elaborate 
on my own thought, though. 

It is true also that part of the low-income problem in agriculture 

can be solved within agriculture. There are many farms that are too 
onl to be economic units, ; and so long as we are concerned, and prop- 
erly so, about low income in our prosperous country, we should seek 
a method of raising low-income people to a high-income level in a way 
where they will then be able to sustain themselves at this higher level! 
later on. 

To quite an extent this involves education and credit. In many 
instances agricultural extension or education alone is worthless with- 
out credit, or at least the full potential earning capacity of the farmer 
is not attained without adequate credit. The repayment record on 


REE 


as sien ee 
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Farmers’ Home Administration loans is remarkably good, and: pos- 
ibly we should concentrate more of our agricultural appropriations 
upon attaining more efficiency within agriculture by affecting the 
structural organization of farms, and the application of managerial 
know-how, instead of concentrating so heavily wpon the matter of 
price. In other words, all of the problems of agriculture are not due 
to this price squeeze, you might call it, it is also due to inefficient units 
within agriculture and this credit is required to solve that. 

Senator Hortianp. The adjustment to a greater and greater mecha- 
nization is something that is going to be continued. 

Mr. Hatvorson. Yes, sir. 

Senator Hottanp. It hasn’t been fully accomplished by a great deal. 

Mr. Hatvorson. That requires credit, for two reasons: First, mecha- 
nization itself; and, second, for the larger units that are necessary to 
take advantage of this advance in technology. 

The Grange supports expansion of the rural development program 
and the Great Plains program, and it is well recognized that FHA 
credit is needed to make the proposed adjustments possible, and that 
ties in with just what I was saying. 

The need for supervised credit is quite different from the need for 
emergency credit for the adequate size farms with adequate mana- 
serial know-how who are temporarily in distress. We must gear the 
Farmers’ Home Administration to handle both problems. There may 
ilso be a need for a third kind of credit in agriculture, and which 
might be called social welfare credit. The Federal Government sub- 
sidizes a great deal of urban redevelopment and housing. There may 
he need for some subsidized credit in agriculture where the sole pur- 
pose is to improve the living condition of people who are living under 
conditions which are socially undesirable from the standpoint of effect 
upon the children, and the effect upon the community. In this cate- 
gory would fall loans for farm housing to people even who have little 
chance of ever becoming productive enough to sustain themselves at 
\merican standards of living, but whose housing is so poor that it is 
a hazard to the community from the standpoint of health and social 
relationships. 

The National Grange does not consider subsidized or “soft credit” 
as good, in itself. We get some of them disturbed by the proposal to 
try to help farmers by subsidized credit, but there may be cases such 
as I mentioned, in connection with houses, where subsidized credit 
without any hope of reestablishing the people on a productive basis is 
still justified. 

Senator Horianp. But the Grange does recognize that there is a 
certain segment of agriculture which is now represented among pro- 
ducers, but which cannot continue to exist; does it not? 

Mr. Hatvorson. Yes, sir. 

Senator Hortanp. And it is unsound to try to keep them in business 
where they can’t exist; is it not? 

Mr. Hatvorson. That is true, that some of these people never will 
become self-sufficient as farmers, and shouldn’t he subsidized to re- 
main; but then, we must recognize that possibly at times there might 
be older people who can never make an adjustment out of agriculture. 
and still who are living in conditions that are very hazardous to their 
health, that might need some help. And until we can get the answer. 
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there might even be families with a number of children who are find- 
ing it very difficult to find other opportunities, and who in the mean- 
time might temporarily need help. 

We have supported the cooperative farm-credit agencies of the 
Farm Credit Administration from the very beginning, on the theory 
that these agencies would tailor credit services to the farmers’ needs 
and also eliminate what profiteering or abuses may exist. We believe 
that for the most part credit should be on a self-sustaining com- 
mercial basis, and to us it would be very unfortunate if legislation were 
passed which made soft credit generally available to farmers on some 
theory that this would be a good way to subsidize them. We do not 
want to see the Farmers’ Home Administration’s lending authority 
set up in such a way that it competes with commercial lenders. Its 
lending powers should be carefully safeguarded so that only those 
borrowers who cannot qualify for the necessary loans from com 
mercial credit sources should be eligible. 

In connection with that problem, remember Mr. Scott’s suggestion 
that the 5-percent criteria is not satisfactory because many of the 
existing good farmers are having to pay more than 5 percent, so that 
possibly that criterion of the 5 percent alone should be eliminated and 
some provision made so that it is only if they can’t get credit at pre- 
vailing commercial rates that it would justify them getting credit 
from the Farmers’ Home Administration. 

Subsidized credit in many cases tends to defeat itself. Subsidized 
credit for the sole purpose of saving farmers, some at a risk cost, would 
very likely increase land values to the point where the benefit to the 
future generation would be lost, to say nothing of the fact that the 
interest subsidy could continue to be a burden upon the taxnayers. 
It would also distort our free-enterprise system in the credit field and 
give the Government a tremendous amount of power over the lives of 
people. . 

However, to be specific: We favor amendments to the Bankhead- 
Jones Farm Credit Act to authorize real-estate loans to owner-opera- 
tors of the family-type farms for the refinancing of debts under the 
conditions indicated above. We favor $50 million as an initial annual 
authorization and more later on if needed. 

We have a number of part-time farmers who are members of the 
Grange. We believe that such suburban living can provide a very 
oon way of life for their families, and that in many cases part-time 

arming and jobs in certain industries complement each other very 
well and provide the families with a better level of living. 

To some extent, credit for part-time farmers has been a “No Man’s 
Land,” and this is unfortunate in view of the fact that if we are to 
maintain the rural atmosphere for the largest possible number of 
people, we probably need to make credit available to part-time farm- 
ers for home improvement and construction and for production 
purposes. 

Insured loans seem to be a good combination of Government helping 
business and farmers to the aan ofall. We believe in increasing 
the authorization for insured loans from $100 million to $125 million 
annually, 

The size of loans should not be so limited as to make it impossible 
to make adequate-sized loans for setting up an efficient-si farm, 
for it is our view that to make an insufficient loan, or to put someone 
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in the business of subsistence of farming is not only a disservice to the 
farmer involved, but to all other farmers. 

It is also wise to make the duration of the Farmers’ Home Admin- 
istration loans long enough to permit the repayment without an undue 
burden on the farmers’ aa of living. Also, if a farmer is to be 
helped in the event of an emergency, the duration should be long 
enough to allow normal conditions to return. To call in a loan, or to 
foreclose on a farmer at the very time that there might be some ho 
would not only defeat the purpose of the loan in the first place, but 
also would be a cruel way olivate the farmer. 

We favor authority to renew or extend emergency or operating loans 
to a 10-year period, when such length term is needed by the farmer. 

Credit should be used as a means of enhancing opportunity. The 
intangible nature and the difficulty of measuring the desire to capital- 
ize on the opportunity thus provided should be a major factor in 
determining the amount of any extraordinary credit offered. Now, if 
[ may paraphrase that: In other words, the guide in determining the 
size of a loan to an FHA applicant should be the extent to which they 
can use credit to advantage, and not some arbitrary level that might 
be set, 

To this end we suggest a careful review of the responsibility and 
the authority of community committees in conjunction with any likely 
expansion of such credit. 

That concludes my testimony. 

Senator Hotxanp. All right, thank you Mr. Halvorson. 


(Whereupon, at 10:55 a. m., the subcommittee stood in recess, sub- 
ject to the call of the Chair.) 


(Additional statements filed for the record are as follows :) 


JOINT COMMITTEE ON ATOMIC ENERGY, 


May 17, 1956. 
Hon. Spessarp L. Ho.iianp, 


Chairman, Subcommittee on Credit and Rural Blectrification, 
Committee on Agriculture and Forestry, 
United States Senate, Washington, D. OC. 


Dear Senator Hortvtanp: In connection with the hearings by your subcom- 
mittee on the bills to provide for the credit needs of farmers and ranchers, 
I would like to submit for the record the attached letters and memoranda. 

As you well know, the drought in New Mexico and the Southwest is now in its 
sixth year. Many of the farmers and ranchers of my State who heretofore 
have been considered as having sound and economical operations are just about 
at the brink of foreclosure. Im fact, I am receiving reports that, even though 
there are no notices of foreclosures through the courts, small ranchers and 
farmers are being forced into liquidation in order to satisfy their creditors. 

The situation would not be quite so serious, even with the drought, had it 
not been for the price squeeze which has developed in the last 2 years. Hmer- 
gency credit extended to farmers under section 1 of the act of August 31, 1954, 
of course, has assisted in keeping some of the ranchers and farmers in business. 
Loans of various types made by the Farmer’ Home Administration under the 
provisions of the Bankhead-Jones Farm Tenant Act have provided credit in 
some instances for the development of water for irrigation and for short-term 
subsistence and operating loans. However, with the extended drought and the 
continued decline in prices, a different type of credit is needed if we are to pre- 
serve the small farm and ranch. 

Many of our farmers and ranchers owe money for equipment. They have 
mortgages on their land and owe money to the Government for subsistence loans, 
Credit is needed which will enable them to consolidate their loans and be re- 
financed for a longer period of time than now can be done under the Bankhead- 
Jones Farm Tenant Act, as amended. The letters and memoranda which I 
attach from the various county farm and livestock bureaus in New Mexico will 
bear me out in this respect. 
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I have joined Senator Aiken in the introduction of S. 3429, and I am of the 
opinion that this bill would go a long way toward solving the present credit 
problem of the small farmer and rancher. 

I have also joined Senator Aiken in the introduction of.S. 3559, which would 
extend the time for emergency loans, as provided for under Public Law 727 of 
the 88d Congress, as amended by Public Law 117 of the 84th Congress, through 
June 30, 1959. Without this authority emergency loans cannot be made in the 
areas experiencing serious emergencies because of draught or other economic 
conditions which could not be foreseen and over which the rancher or farmer 
has no control. I, therefore, urge that both of these bills be given favorable 
consideration. 

You will note that some of the letters which I have attached refer to 8. 3184. 
I believe that S. 8429 will adequately carry out the intent of S. 3184. 

Sincerely yours, 
Criinton P, ANDERSON, 


Orrero CouNTy FARM AND LIVESTOCK BUREAU, 
Tularosa, N. Mew., February 8, 1956. 
Hon, CLuinton P, ANDERSON, 
United States Senator, 
Washington, D. CO. 


Dear Senator: I am enclosing copy of a resolution passed by the Luna County 
Farm and Livestock Bureau in regard to emergency phases of the Farmers’ Home 
Administration law. We wish your earnest consideration of the matters con- 
tained therein, since the Otero County Farm Bureau’s Board of Directors has 
voted to concur in the resolution because of similar conditions prevailing in our 
county. 

Your interest in Farm Bureau-sponsored legislation in the past has been much 
appreciated, and we look forward to many more pleasant contacts with you. 

Yours respectfully, 
CAROL F. JOHNSON, 
Eavecutive Secretary. 
RESOLUTION 


The legislative committee of the Luna County Farm and Livestock Bureau, 
after serious consideration of the economic situation in Luna County, respect- 
fully submit the following resolution to the New Mexico Farm and Livestock 
Bureau with the urgent request that it be submitted to the other farm bureaus: 

“Whereas a large percentage of farmers in southwestern New Mexico are in 
danger of losing their farms because of being unable to make high payments; and 

“Whereas private capital.is unavailable in sufficient quantities to make ade- 
quate refinancing loans; and 

“Whereas such a large percentage of the farmers are economically involved: 
Therefore be it 

“Resolved, The Luna County Farm and Livestock Bureau earnestly requests 
the change in the laws governing the Farmers’ Home Administration which will 
allow emergency refinancing loans on family-size units.” 

The Luna County Farm and Livestock Bureau respectfully submit the fol- 
lowing reasons for the above resolution: 

1. Drastically lower incomes on family-size units make it an extreme hardship 
to meet payments on short-term loans. 

2. Higher cost of production including higher cost of machinery, labor, power, 
fuel, and living. 

3. Offproduction years due to adverse weather conditions, including drought, 
insects, and cold, short seasons. 

4. A high percentage of land was bought at the peak of the economic situation 
in farming. 

5. Severe declines of prices for farm products and the allotment program 
on cash crops. 

6. An extreme shortage of money for long-term financing and refinancing. 
It has become impossible for a farmer to secure long-term financing. 

7. Local estimates are that 18 percent of the farmers in this area are in 
danger of losing their farms. Where Federal land bank and similar loan 
programs are available, they are so outdated and so low that they would not 
take care of the situation, 
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LunA CountTy FarM AND LIvestocK BUREAU, 
Deming, N. Mex., February 29, 1956. 
Hon. CLINTON P. ANDERSON, 
Senator from New Mewvico, United States Senate, 
Washington, D.C. 

DEAR SENATOR ANDERSON : We, of the Luna County Farm and Livestock Bureau, 
are extremely pleased with Senate bill 3184 recently introduced by Mr. Watkins. 
This incorporates the ideas that we have in mind to alleviate an extremely pre- 
carious situation in which we find a big percentage of our farmers. 

The legislative committee of the Luna County Farm and Livestock Bureau, 
representing over 500 farm families, is very anxious to have this legislation 
passed and put into operation just as soon as administratively possible. A great 
many of our situations are serious and must be relieved before January 1957. 

As our friend Senator Palmer told you and the officials of the Farmers’ Home 
Administration recently, we are particularly concerned about the basis on which 
appraisals will be made. There is a tendency to put appraisals on past experience 
rather than on present values and potentials. We are in a changing situation, 
with a gradual increase in more intensive crops which will naturally increase 
the value of our land, as well as necessitate increased financing. 

We know you are supporting this legislation and earnestly request that you 
encourage the Administrator and his assistants to set up administrative regula- 
tions in a realistic manner. 

With best personal regards, I am, 

Yours very truly, 
SeELDON BAKER, 
Chairman, Legislative Committee. 


Sprincer, N. Mex., March 7, 1956. 
Hon. CLINTON P. ANDERSON, 
Senator from New Mexico, Washington, D. C. 


Dear Sir: Our county board of directors of the Colfax County Farm Bureau 
discussed at length the provisions of Senate bill 3184, the other night and came 
to the conclusion that the principles outlined in such bill will fill the need for 
refinancing debts of our agricultural people for a longer period and will without 
doubt ease the financial burden imposed on many to keep operating their farms 
or ranches with a hope that the agricultural situation will improve. 

For this reason, I as county president of the board of directors of the Colfax 
County Farm Bureau, urge you to do your utmost for the passage of this bill. 

We have not seen much activity of late on new farm legislation for this year, 
but are still behind the Farm Bureau’s recommendations for farm legislation. We 
very much are for flexible price supports and the soil bank as Farm Bureau is 
supporting until we are finished with our surpluses. 

As a champion of agriculture we sincerely hope you will get us what is best 
for us. 

Sincerely, 
CarLos H. Pana, 
President, Colfax County Farm and Livestock Bureau. 


Curr, N. Mex., February 26, 1956. 
Senator CLINTON P. ANDERSON, 
Washington, D. C. 

DEAR SENATOR ANDERSON: I understand a bill (S. 3184) has been introduced 
in the Committee on Agriculture to amend the Bankhead-Jones Farm Tenant 
Act. 

I would appreciate your support on this bill as there is certainly need for 
help to lots of farmers and ranchers that have their farms partly paid for but 
need money to refinance to save what they have in the farm or ranch. 

Thanking you, I am 

Yours truly, 
Noet RANKIN. 


78487—56——_9 
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Criovis, N. Mex., March 7, 1956 
Senator Ciinton P. ANDERSON, 
United States Senate Building, Washington, D. C. 

Dear SENATOR ANDERSON: Inasmuch as we are interested in some of the bills 
being introduced in regard to the financing of farmers and ranchers, we had a 
lengthy discussion at our recent board meeting and felt like the enclosed materia] 
outlines the essential requirements that any bill should have. I am sending this 
material endorsed by our country board as a guide and hope it will be helpful in 
the stand that you take in regard to these bills. Additional information or case 
historys ean be furnished on request. It was the feeling of the board that even 
though Farmers’ Home Administration has several types of loans, none of them 
meet the specific needs of our people at the present time, 


Yours truly, 
RAYMOND WoORRELL, 


President, Curry County Farm Bureau. 


1. We believe that the present strenuous regulations under which the Farmers 
Home Administration county supervisors operate are causing many loans not 
to be made because the Farmers’ Home Administration supervisor is reluctant 
to act. We feel that all regulations requiring personal financial responsibility 
of the Farmers’ Home Administration supervisors and others, should be removed 
except in cases where fraud and gross negligence are clearly indicated. Also, 
procedures and regulations affecting producers applying for farm and ranch loans 
should be streamlined inasmuch as many producers will not make applications 
for Farmers’ Home Administration loans because of the redtape and unsatis- 
factory requirements. 

2. The rate of interest on special livestock loans and other emérgen¢y loans 
should be dropped to 3% percent. Production credit associations are operating 
on a 3-percent spread, and it is felt that the Administration could also operate on 
this amount along with one-half percent to take care of losses. 

3. It is recommended that the time limit for making special livestock loans 
and other emergency loans be extended beyond the present 2-year period which 
expires in July of 1955, We further recommend that there be legislative author- 
ity to permit the orderly liquidation of special livestock loans, other emergency 
loans and regular P. and S. Farmers’ Home Administration loans in disaster 
areas for a period up to 10 years, if needed. Provision should also be made in 
these loans to allow the borrower sufficient funds to make reasonable land pay- 
ments. 

4. We believe that in disaster and drought areas, a loan program should be set 
up through the Farmers’ Home Administration to enable farmers and ranchers 
to consolidate all of their financial obligations, excluding real-estate mortgages 
but not excluding interest on real-estate loans or taxes, into one package. 

5. We ask that Congress enact legislation to reestablish the Federal land bank 
commissioner loan in disaster and drought areas. 

6. The Federal land bank should be requested to review their policy with a 
view to increase appraisal of land to a more realistic value. 

7. We feel that some plan of refinancing must be approved. That when a 
person is financed that a 2- or 3-year plan be set up and that the FHA notify 
the borrowers 1 year in advance of the time that they are going to go along 
with him. 


NEw Mexico FarM ANp LIvEsSTOCK BUREAU, 
Las Cruces, N, M., February 24, 1956. 
Hon. CLInton P. ANDERSON, 
United States Senator, 
Washington, D. C. 

DeAR SENATOR: At a meeting of the board of directors of the New Mexico 
Farm and Livestock Bureau held at Las Cruces on February 21, we were asked 
to do everything we could to see if legislation could be pushed which would 
enable farmers and stockmen to refinance existing debts. 

Senate bill S. 3184 which has been introduced in the Committee on Agri- 
culture and Forestry would take care of the situation in this part of the country. 
We will, therefore, appreciate everything you can do in getting this legisla- 





FARMERS' HOME ADMINISTRATION OPBRATING-HOUSING LOANS 127 


tion passed as soon as possible, as the situation in this part of the country is 
very serious. 
With kindest personal regards, I remain, 
Sincerely, 
J. L. Aueustine, Evecutive Secretary. 


STATEMENT FILED BY HON. WARREN G. MAGNUSON, A Unrrep STATES SENATOR 
FROM THE STATE OF WASHINGTON 


8. 3374, introdueed on March 6, 1956, by my colleague Senator Jackson and 
myself, is designed to liberalize the farm credit program of the Farmers’ Home 
Administration so it can meet the needs of farmers in the Columbia Basin project. 
The need for this extension of the credit program is urgent. 

There are about 350 loans in the Columbia Basin—covering roughly 30 percent 
of the farms. About 60 percent of these FHA loans are delinquent. Several 
farmers have been foreclosed and a number of others are facing foreclosure. 

This situation is largely attributable to the fact that Farmers’ Home Admin- 
istration credit has been unsuited to the unique needs of farmers in the area. 
As you know, farming in this area requires pioneering on virgin land. A man 
does not find an existing, working farm to operate when he moves to the basin. 
He must build a home and barns, dig a well, and level and prepare the land before 
he can actually farm. His land must be brought to maturity before it will sup- 
port a cash crop. 

Therefore, a farmer’s investments and financing must be geared to the de- 
velopment of his farm unit. In many cases, farmers have pointed out, proper 
development of their units has been subordinated to the necessity of raising cash 
crops in order to make repayments on their loans during the first years of opera- 
tion. Many farmers forced into this type of operation have suffered crop failures 
because their land is not adequately prepared. 

Hundreds of farmers in the area have attended mass meetings to point out 
their problems and request assistance. When Secretary Benson was in the 
Northwest these problems were called forcefully to his attention and I have 
followed up the complaints presented to him at that time with a written request 
for recommendations from the Department. However, I have not yet heard from 
the Secretary. On February 10, Senator Jackson discussed financing problems 
directly with farmer representatives at a meeting in Richland, Wash. 

I have explored the needs of the area and believe immediate credit liberalization 
is a necessity. Although emergency credit has just been granted by FHA to 
help cover farmers’ operating expenses this year, this credit will not be available 
to many of those in greatest need and is no solution for the long-range problems 
of the area. 

The problems of farmers in the basin project are not entirely a matter of 
financing. I have received complaints of an “utter lack of coordination” among 
agencies in the area. Farmers have indicated that recommendations of these 
agencies are often in conflict and that the most competent criteria are often 
vetoed by less competent authority; therefore, they say, in many cases farm 
units have not been developed effectively. Farmers have urged that supervision 
of farming practices be carried on only by individuals with practical experience 
who are qualified to do so. 

I believe these problems, being related to financing difficulties, must also be 
considered in planning a solution for the situation in the basin. This may re- 
quire a complete survey of our needs in the project, based on experience of the 
last several years. The testimony of the Bureau of Reclamation, the Seil Con- 
servation Service, and other agencies may well be needed to place the problem 
in complete perspective. 

In order to provide you with additional background on the specific problems 
of farmers in the basin, I am enclosing a copy of a communication from Mr. 
Harold Eidemiller, secretary of the South Columbia Basin Irrigation District, 
and a copy of a resolution adopted by the Columbia Basin Farmers Association. 

As you know, the Federal Government has encouraged veterans from all 
over the country to leave established jobs and homes to find a “home and inde- 
pendence” in the Columbia Basin. Therefore, I am sure you will agree that 
we have an obligation to see that the actions of the Federal Government. make 
it possible for these men to work for and achieve these goals, in line with the 
opportunities they have been promised. 
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Mr. Chairman, because immediate action is necessary to prevent many of 
these farmers from going “down the drain” this year, I respectfully urge you 
and your committee to give early and favorable consideration to S. 3374, so 
that it may achieve final passage before this 84th Congress adjourns. 


CoLUMBIA BASIN FARMERS ASSOCIATION, 
Warden, Wash., February 20, 1956. 
Hon. WARREN G. MAGNUSON, 
United States Senate, 
Washington, D. C. 


Dear Sir: The attached resolution was passed and signed February 158, 1956, 
at a meeting of farmers from the Warden-Moses Lake-Othello area of the 
Columbia Basin project. 

All those attending agreed that unless some definite action is taken immedi- 
ately to make credit available on a more liberal basis, many of the signer’s 
farms will be lost through the inability of the small farmers to plant and tend 
their 1956 crops. 

FHA credit is now available to a very limited number of local farmers be- 
cause of requirements that have been imposed for settled farming areas. Local 
financiers will extend credit only for production loans, carefully scaled to the 
minimum actual operating costs. 

Basin farmers need to have finances available to cover not only production 
costs but also subsistence and machinery for the first 2 or 3 years. 

This is new, raw land, with no humus, no production history, and in most 
cases, no allotments. Veterans and others coming here with capital and ma 
chinery sufficient to farm, find that they must first level and prepare their land, 
develop domestic wells, build homes, sheds, storage, establish pasture lands, and 
actually create all the other things that are usually taken for granted in es- 
tablished farming areas. 

These things are difficult at best, but coupled with last year’s weather and 
the general inability of many farmers to harvest or sell the crops they had 
raised, the low markets, and the consequent reaction of private credit, the 
small Columbia Basin farmer now must have Government backing or face 
having to sell out to big operators who can finance themselves through such 
unfavorable times. 

An organization called Columbia Basin Farmers Association was formed 
at the meeting of February 18, 1956, and I was elected chairman. A committee 
of farmers has been appointed and is now at work on a study of proposed solu- 
tions to the finance problem. 

Our Government has spent many millions of dollars creating this project to 
encourage farming by small private operators. Now, because of lack of adequate 
capital, the small-business men farmers, are in danger, and only the ‘arge 
operators can succeed. We sincerely feel that a solution can be found, witnout 
cost, or at a very low cost to the Government. And we know that failure to 
act now will result in loss of millions of dollars by small farmers who have 
invested all they own in their farms here. 

Our group wants help to solve its own problems; not aid or a dole. We 
welcome your support, and earnestly ask that you give us the benefit of your 
experience and influence to assure that some immediate practical solution is 
found. 

Sincerely, 
Cat G,. Taytor, Chairman. 


FARMERS COMMITTEE RESOLUTION, Fesruary 18, 1956 


Whereas, we, the undersigned farmers and owners of Columbia Basin irri- 
gation projects farms have met this 18th day of February 1956, at Warden, 
Wash., to find ways and means to secure emergency Federal long-term financing 
for production and subsistence during the coming crop year; and 

Whereas long-term low-interest financing is essential to the development by 
private individuals of the small irrigated farms of the Columbia Basin during 
the early years of the project ; and 

Whereas the past season’s crops and markets were disastrously small, greatly 
increasing such needs; and 

Whereas there is no such satisfactory financing immediately available to the 
majority of project farms: Now, after due discussion and study of the many 
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problems, we respectfully request and urge that immediate steps be taken by 
the appropriate Federal and State authorities to provide, by changes in regula- 
tions, or in legislation if necessary, financing to meet the special needs of the 
farms of this area. 

In witness whereof, we have hereunto set our signatures. 

(Signed by approximately 150 persons.) 


STATEMENT FILED By Hon. Stuart SyMINGTON, A UnrTep States SENATOR FROM 
THE STATE OF MISSOURI 


Mr. Chairman, the consideration which your subcommittee is now giving to 
farm credit is of special interest to Missouri. 

Not only have our farmers experienced the decline in farm income that pre- 
vails throughout the Nation, but in addition, some sections of Missouri have 
suffered from drought 4 years, and all sections have lost income because of 
insufficient moisture. 

Some areas have experienced the driest weather on record. Many sections 
of the State lack surface and subsoil moisture. 

Quite recently Missouri received beneficial rains, but this did not end the 
drought in all parts of the State. 

Because of the sustained dry weather, Missouri farmers were eligible for emer- 
gency Farmers Home Administration loans in 1955, Additional loans were avail- 
able in 1956 for those who received them in 1955. 

This limitation of FHA credit was discriminatory and impracticable. It 
brought a strong farmer protest and resulted in a resurvey of drought condi- 
tions and the need for wider credit. Subsequently, loans were extended to all 
farmers in drought counties regardless of whether they had loans in 1955. 

Then early in May, it developed that the $15 million authorized 2 years ago for 
emergency loans under Public Law 727 were exhausted 

Fortunately, Mr. Chairman, your subcommittee is looking into this matter, 
and it is my understanding that Senator Aiken has introduced a bill which 
would raise the emergency loan authorization under Public Law 727 to $50 
million. This should be done. 

Credit is not the answer to the whole farm problem. However, to the farmer 
with his back to the wall the availability of credit on reasonable terms may 
mean the difference between continuing his operation or failing. 

Speaking from my experience as a businessman, there were many times when 
credit was mighty important to the company and to me. In fact, there were 
times when everything would have been lost if I had not finally obtained credit. 
Therefore, I am sympathetic to any improvements in the farm credit picture 
which might help. 

Based on my own personal observation, and on many letters from Missouri 
farm people, I submit some general recommendations for this subcommittee’s 
consideration : 

Credit resources are needed for those farmers whose experience and current 
operations indicate a probability that they will succeed if they can obtain 
credit, and who are unable to get credit from private agencies or individuals. 

Total credit resources should be sufficient that they do not become exhausted 
during periods of emergency. 

Refinancing should be available for those who have suffered prolonged or 
unusual agricultural hardship beyond their control, and who during the term 
of an initial loan have been unable to retire the existing debt. 

Rates of interest should be given continuing attention to determine if they 
work an undue hardship on farmers undergoing prolonged emergency. 

Loan amounts must be liberal enough to insure that the farmer recipients 
will not fail because they got a half measure of assistance. 

Loans should be available which will permit farmers to adapt their opera- 
tions to changing agricultural conditions, such as a shift to crops or products 
considered more desirable for their region and the general welfare. 

Farmers should have access to credit to modernize their operations through 
the purchase of more efficient machinery. This would prevent individual farm- 
ers from falling by the wayside in the category of “least efficient producer.” 

To help them through periods of emergency, such as drought, loans of feed, 
seed, and other beneficial products should be made from CCC-held surpluses, 
to be repaid over a period of years in cash or kind. 
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Declining farm income has forced many sincere and dedicated farmers into 
part-time work off the farm. Loans should be available to these farm families, 


WASHINGTON, D. C., May 17, 1956. 
Hon. Spessarp L. HoLianp, 
Chairman, Agricultural Credit and Rural Electrification Subcommittee, 
Senate Committee on Agriculture and Forestry, Senate Office Building, 
Washington, D. C. 


Dear SENATOR Hottanp: The Oregon Farm Bureau Federation has called to 
our attention the critical situation faced by orchardists in Umatilla County, 
resulting from an unprecedented freeze that has killed a large percentage of 
the orchard trees in the area, 

The American Farm Bureau Federation has favored disaster assistance, loans 
adaptable to the specific circumstances in particular situations, including the 
provision that repayment obligations should be timed to coincide with the sale 
of farm products. 

The area involved in the freeze has been declared a disaster area, and is there- 
fore eligible for disaster loans. 

The normal disaster loan procedure, being designed primarily for cropland 
eperations, is not adaptable to orchard operations. An orchardist cannot begin 
repaying the principal until the replanted orchards attain full bearing age. 

We therefore believe that need exists for the modification of the usual disaster 
loan program to recognize this condition peculiar to orchard operations. 

In order to provide a type of loan program tailored to the specific needs of 
orchardists, we believe that the loan should be approximately 15 years, with 
principal repayments beginning when the trees have reached full bearing stage. 
The interest rates should be comparable to the interest on other disaster-loan 
programs. 

We recommend that in your consideration of legislation dealing with this prob- 
lem, provisions be made to accomplish the principles outlined above. We re- 
spectfully request that this letter be made a part of the hearing record. 

Sincerely yours, 
JoHN C. LYNN, 
Legislative Director, American Farm Bureau Federation. 


STATEMENT FILED By J. OLNEY BrRoTT, GENERAL COUNSEL, AMERICAN BANKERS 
ASSOCIATION 


The interest of the American Bankers Association in sound agricultural credit 
goes far beyond any immediate benefits which might accrue to bankers. The 
interest of the association reflects the collective interests of the banks of the 
country in the progress and growth of rural communities. Over 13,000 of these 
banks serve rural areas. They have $5 billion outstanding in loans to farmers. 
Community growth and progress are essential to the future of a successful bank. 
Banks, therefore, have an incentive to contribute to long-run community growth. 
Reflecting this interest, the association is constrained to question the desirability 
of certain features of 8. 3790. 

The intent of this bill would appear to be to make credit cheaper for a broad 
segment of farmers and farm-related small businesses in rural communities 
by providing for loans for almost every agricultural purpose on liberal terms 
and at interest rates substantially below the current level of interest rates gen- 
erally on the premise that there is a lack of credit facilities available to farmers 
and others engaged in business in rural areas. We submit that this premise 
is fallacious. 

There is no lack of credit facilities available to farmers or to small business 
whether farm-related or otherwise. Farmers’ credit situations are generally 
sound. Key bankers in rural areas throughout the country, in replies to a 
recent survey conducted by the American Bankers Association, indicated they 
are keenly aware of and are successfully handling adverse credit situations 
in their rural areas. However, in no major area were delinquencies, distress 
sales, or foreclosures a serious problem. By and large, bankers have been able 
to “stick with” all of their farm customers. This has been reflected in the sharp 
increase in bank loans to farmers during 1955 and in 1956. Farmers also have 
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available to them the cooperative credit facilities of the Farm Credit Admin- 
istration. Likewise, there appears to be no justification for authorizing the 
Secretary of Agriculture to make or insure loans to farm-related small business 
in the light of existing facilities for small business credit, both private and 
Government. The Small Business Administration makes loans directly, and 
in participation with banks, to small business. Its facilities are equally available 
to farm-related small businesses as they are to other mall businesses. Such 
problems as farmers and rural business people have do not stem from inadequate 
credit. 

Furthermore, under this bill the eligibility of borrowers for small business 
loans must be certified by a county committee consisting of farmers. It is ques- 
tioned whether these people and the staff of the Department of Agriculture would 
bave the necessary experience to pass judgment of such credits. 

This bill expands the loan insurance program provided under the Bankhead- 
Jones Farm Tenant Act to cover various other types of loans. At the same time, 
it removes existing limitations on the size of loans and the ratio of the amount 
of loan to the value of the security; reduces the interest rates on such loans; 
and does away with insurance premiums and other charges in connection with 
such loans. 

Although termed Government insurance of loans, such a program is not, in 
reality, insurance at all. Unlike the insurance provided under the National Hous- 
ing Act, lenders under the program provided in this bill not only are fully pro- 
tected against loss of principal and interest, but also are relieved of all expense 
in connection with the loans, including servicing and collecting the loans even 
where the loan is paid in full. In addition, if there is a default, and foreclosure 
hecomes necessary, the Government assumes the entire cost of foreclosure and 
other charges incident thereto. 

The program under this bill provides, in effect, for an investment in a Govern- 
ment-guaranteed obligation. In fact, under section 65 of the new title V—Rural 
Adjustment Credit which would be added to the Bankhead-Jones Farm Tenant 
Act by this bill, it is specifically provided that “Any loan insured under the provi- 
sions of this title shall be an obligation guaranteed by the United States as to 
principal and interest * * *.” Clearly, it is a misnomer to call this program 
an insurance program when the Government assumes the entire expense of serv- 
icing and collecting the loan, and redeems the obligation whether or not the loan 
is in default, and all the investor does is supply the funds with which to make 
the loan initially. 

The American Bankers Association is, and has been, opposed to Government 
guaranty of loans on the grounds that they are, in reality, subsidies which favor 
certain groups of borrowers. The program in this bill goes further by providing 
both a subsidy to the borrowers in the form of a low interest rate and to the lend- 
ers through the assumption by the Government of all expense in servicing and 
collecting the loans. 

Aside from the foregoing basic objections to the so-called insurance program, 
it appears unlikely in view of the low interest rates on such loans that they would 
be attractive to private lenders. This would mean a greatly expanded direct 
Government lending program to farmers if S. 3790 should be enacted. 

The programs contemplated under this bill would require appropriations both 
for loans and for administrative expenses of the Department of Agriculture in 
carrying out these programs far beyond any amounts that might be required 
under the other farm credit bills before this committee. 

It seems certain that appropriations of the size that would be required for 
the programs under S. 8790 would hamper and might even defeat the efforts of 
the Secretary of the Treasury and the administration to bring about and maintain 
a balanced budget. Furthermore, since the loans generally under these programs 
are essentially marginal loans, there appears every likelihood that, long range, 
there would be severe losses as a result of loan defaults. Such losses would fall 
on all the taxpayers of the country. 

S. 3790 would provide an indefinite extension of the emergency loan and special 
livestock-loan programs authorized under existing law. In addition, this bill 
would remove existing area limitations. It is recoghized that during certain 
periods and in certain areas, as a result of drought or other natural disasters, 
some farmers need supplemental credit to carry them through emergencies. In 
the case of the existing emergency-loan programs and the special livestock-loan 
programs, Congress wisely set them up on a temporary basis, so that they could 
be reviewed periodically to determine whether their continuance was necessary. 
These programs should be continued on a temporary basis only so long as a need 
exists and should not be extended indefinitely, as proposed in 8. 3790. 
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NATIONAL LUMBER MANUFACTURERS ASSOCIATION, 
Washington, D. C., May 18, 1956. 
Hon. Sprssarp L. HoLLanp, 
Chairman, Subcommittee on Agricultural Credit and Rural Electrification, 
Committee on Agriculture, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR HOLLAND: It is our understanding that a public hearing was 
held on May 17 by your Subcommittee on Agricultural Credit and Rural Elec 
trification on 8. 1199 by Senator Sparkman and Senator Kefauver. We would 
appreciate having the views expressed in this letter made a part of the record 
of the hearing. 

S. 1199 in section 5 (c) would authorize the Secretary of Agriculture “* * * 
to make loans up to fifty years at not more than 3 per centum interest to eligible 
applicants to acquire and manage on a sustained-yield basis additional forest 
or cutover land; to make loans for periods up to ten years at not more than 
4 per centum interest to enable an eligible applicant to acquire needed logging 
equipment; to make loans of not more than five years at not more than 4 per 
centum interest to eligible applicants to purchase capital stock of and pay 
membership fees to existing or new supply, service or marketing cooperatives 
including timber marketing and processing cooperatives * * *.” 

As we interpret these provisions they would put the Federal Government 
in the business of making direct loans at very low interest rates to subsidize 
a special class of citizens in acquiring forest land, growing timber, logging 
timber, and manufacturing and marketing timber. These credit facilities would 
be provided in addition to and in competition with existing well-established 
private and public credit facilities. It appears that they would be made avail- 
able in such manner that no collateral would be required, no penalties for 
nonpayment would be provided, and the recipients of loans would be selected 
by the county farm committees which are inexperienced in this field. We do 
not believe this procedure to be a sound method of promoting private forestry 
enterprise. 

The lumber industry believes that the development of forestry on private 
lands can be encouraged by sound programs of forest credit. Such programs 
should be studied, deevloped, and financed by private banks and not by the 
Federal Government. In this effort private forestry enterprise can materially 
assist in solving the ecenomic and technical problems involved. Furthermore, 
we believe that the important economic environment for private forestry on 
both small and large holdings now promises that such additional forest credit 
facilities as may be needed will be provided through private auspices. 

In view of the foregoing we urge that the sections of the bill referred to and 
related sections be stricken. 

Sincerely yours, 
Leo V. BopINe, 
BDeecutive Vice President. 


MILTON-FREEWATER, OreG., May 17, 1956. 
Senator NEUBERGER, 
Senate Office Building, 
Washington, D. O.: 

Milton-Freewater Farm Bureau Center endorses Senate bill 3850 and urgently 
requested its passage as a means of aiding the fruitgrowers of this valley and 
in the renewal of their orchards. Until such renewal is accomplished our income 
will dévidedly be reduced and it is only with the aid of the long-term loan that 
they can do it under present circumstances. 

WALLACE BULLOCK, 
President, Milton-Freewater Farm Bureau. 


MILTON-FREEWATER, OrEG., May 17, 1956. 
Senator NEUBERGER, 
United States Senate, 
Washington, D. C.: 
Passage of 8. 3850 urgently needed. 
Mr. AND Mrs. Crint GraHAm. 
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PorTLAND, Orec., May 18, 1956. 
Senator RrcHarp L. NEUBERGER, 
Senate Office Building, 
Washington, D. C.: 
Oregon State Grange approves your bill to alleviate freeze loss. 


ELMER McCLure, 
Master, Oregon State Grange. 


PENDLETON, OrEG., May 22, 1956. 
Senator RicHARD L. NEUBERGER, 
Senate Office Building, Washington, D. C.: 


Urge support orchard disaster bill. Milton-Freewater area economic disaster. 


VERNE TINNERSTET, 
Manager, Pendleton Chamber of Commerce. 


Senator RicHARD L. NEUBERGER, 
Senate Office Building, Washington, D. C.: 

Have received your bill, S. 3850, and consider it to be a fine one. Only such a 
bill would permit rehabilitation of the total disaster area. We commend you 
on your rare ability as a doer and know that the people of the area will also be 
doers in November. Best wishes. 

AL HOFFMAN, 
Chairman, Milton-Freewater Prune Control Committee. 


Senator RIcHARD L. NEUBERGER, 
Senate Office Building, Washington, D. C.: 
In reply to your request regarding cost of removal and replanting orchards 
Milton-Freewater districts this would be approximately $150 per acre. 


Norton O. TaY Lor, 
County Eetension Agent, Milton-Freewater, Oreg. 





